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the exciting design in office furniture is being done with weed 


Today’s new designs in warm, quiet wood answer the desire of modern 
businessmen for offices which are both livable and workable. And the 
preference for wood’s ingrained individuality is not confined to the private 
office. Executives are discovering wood’s talent for promoting efficiency, 
morale and good public relations in the general office as well. Whether 
replacing old desks and chairs, or equipping new space, let your office 
furniture dealer demonstrate why it’s “better business to do it with wood.” 


i 
BETTER OFFICES FOR BETTER BUSINESS B re WITH FRIENDLY woop 


OOD OFFICE FURNITURE INSTITUTE 


730 11th STREET N.W., WASHINGTON, D.C. 

For better use of wood office furniture these companies contributed to the preparation of this message: Alma Desk Company, High Point, N. C. - Boling Chair Company, Siler City, N.C. 
Gregson Mfg. Company, Liberty, N. C. - Hoosier Desk Company, Jasper, Ind. - Imperial Desk Company, Evansville, Ind. - Indiana Chair Company, Jasper, Ind. - Indiana Desk Company, 
Jasper, Ind. - Jasper Chair Company, Jasper, Ind. - Jasper Desk Company, Jasper, Ind. - Jasper Office Furniture Company, Jasper, Ind. - Jasper Seating Company, Jasper, Ind. - The Leopold 
Company, Burlington, Iowa - The B. L. Marble Chair Company, Bedford, Ohio - Myrtle Desk Company, High Point, N. C. - Nucraft Furniture Company, Grand Rapids, Mich. - The Taylor 
Chair Company, Bedford, Ohio - Thomas Furniture Compa digh Point, N.C. - Associate Members: Art Woodwork, Ltd., Montreal, Quebec - Biltrite Furniture Mfg. Inc., Terrebonne, Quebec 
Canadian Office Furn. & School Furn., Ltd. (Preston Furn. Co., Ltd.) Preston, Ontario - Henderson Furniture, Ltd., St. Lambert, Quebec - Standard Desk Mfgrs., Ltd., Montreal, Quebec 
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And millions more will enjoy the added speed and con- 
venience of Direct Distance Dialing ...through Bell Sys- 
tem’s continuing program of research and development. 


Direct Distance Dialing—one of the greatest improve- 
ments in modern telephone service—is’ being made 
available rapidly to more and more people through- 
out the country. 

By the end of this year about 5,300,000 of our cus- 
tomers, in some 440 localities, will have nationwide 
DDD and will be able to dial directly up to 35,000,000 
telephones. (Over 11,000,000 customers already are 
able to dial directly to nearby cities and towns.) 


DDD brings with it new standards in convenience 


Working together to bring people together... Bell Telephone System 


Here’s something new in telephone service... 





Millions of people can now dial long distance calls 


and speed of service. Many calls of as much as 3000 
miles are now dialed directly and go through in a matter 
of seconds. This is made possible by ingenious electrical 
switching systems that pilot your call directly to the par- 
ticular telephone you want out of many millions. If one 
route is busy, another is automatically selected. 


Another remarkable feature is the automatic ac- 
counting system for taking down the number you called, 
the date, and how long you talked. Station-to-station 
calling—already the quickest way to telephone out-of- 
town—becomes even faster with DDD. 


This development is one more big step in the never- 
ending program to make telephoning more convenient 
to more and more people. 
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Management’s Washington letter 
Tax cases rising; Congress plans broader investigations of 
business, labor-management practices; outlook for prices 

10 Letters from businessmen 

Readers applaud articles on changes in consumer spending, 
profits and management problems, and want to buy reprints 

14 WATCH THIS ISSUE: Bill will widen U. S. lending control 

Congress is considering plan under which your ability to fill 
need for risk capital could depend on federal government 

21 TRENDS: The state of the nation 

Booming direct federal aid to individuals is undermining our 
political system. What President’s Commission should do 

25 TRENDS: Washington mood 


Eisenhower finds more relaxation makes him better President 
while protecting health. How public attitude has changed 





29 How to bargain on wages 





Wage expert tells what you can do to keep labor costs from 

getting so far out of line that business and jobs suffer 
32 Top managers’ three biggest problems 

New survey reveals major problems, hopes and habits of a 

typical company head, and how he is making the job easier 
36 Why progress depends on profits 

Businessmen are learning to cope with two new dangers 

which threaten ability to grow, create jobs, while costs rise 
38 Adverse effects of expanding government Ye 

This study, sponsored by 17 congressmen, shows you how 

growing federal authority endangers individual freedoms 
52 HOW’S BUSINESS? Today’s outlook 


Plan freer farm market; tight money will continue; retail 
sales hold high level; tax cut coming; other business trends 
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102 Your writing can get action 
When you make written reports, as more companies are do- 
ing, you will find these steps useful in getting better results 

116 How to stop rising prices 


Here is an obvious cure, but unless wage demands ease and 
employers resist more firmly we may get one nobody wants 


F ADVERSE EFFECTS OF EXPANDING GOVERNMENT 
39 Adverse effect of high taxes 


| How rising income tax affects incentive to work, desire and 
ability to save and invest, and capital investment funds 


| 41 Adverse effects of public housing 





Cost to taxpayer, congestion, other undesirable results call 
for study of whether the public program fulfills objectives 
44 Adverse effects of federal aid to education 
Safeguards which may lead to federal control are attached 
to money given the states. How local reforms are retarded 
46 Detrimental effects of federal credit agencies 
Here’s how they keep growing, compete unfairly, interfere 
with private economy, live on after serving their purpose 
d 58 Dangers of federal electric power | 
* It is unfair to majority of taxpayers, hurts competitive sys- 
tem, and can have a bearing on the location of your business 
64 The case against federal reclamation 
It is not good business, violates sound principles for use of 
tax money. Many projects add unfair burden on taxpayers 
74 Adverse effects of grants-in-aid 
Here is how federal grants spread and grow, add to govern- 
ment costs, build strong central control at peril of states 
82 Foreign aid as a subsidy to nationalization 
Foreign countries use our tax money to help nationalized in- 
dustries and lower their public debt while increasing ours 
90 Adverse effects of bureaucracy on agriculture 


Farm price supports, controls and stockpile hurt farmers 
q and consumers, upset output and markets despite high cost 
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TACONITE 
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INSURANCE 
FROM — 
INA 


TACHKANICK 





EXTRA VALUE MAKES THE DIFFERENCE 





Tachkanick is the name Indians gave to the forest 
wilderness of Northern Minnesota. ‘Taconite is the 
rock of unusual hardness now being mined in the 
Mesabi Range. There a plant has been built to crush 
the rock to face-powder fineness and separate it mag- 
netically to make pellets for shipping. This process 
places at America’s disposal an almost unlimited future 
supply of iron from ore previously considered too low 
in iron content. 


A $300 million project is nearing completion: a 
160-acre plant to process the ore, comprising rock 
crushers, magnetic separators, pelletizers, miles of 
conveyors, a complete harbor and power plant on 
Lake Superior, a 74-mile railroad, a dam, water 
works, and a community of 1200 homes and shops. 


One important aspect of this impressive develop- 


Taconite project in Northeastern Minnesota, soon to start 
pelletizing iron ore at the rate of 7'/2 million tons annually 


ment was the purchase of insurance to protect the invest- 
ment and to help safeguard human life. INA wrote 
master policies covering the liability of more than 200 
contractors and subcontractors, and workmen’s compen- 
sation insurance, uniquely fitted to the needs of the 
project. INA safety specialists worked alongside con- 
struction crews summer and winter. With their help 
the accident rate was kept below average. 


INA’s experience and resourcefulness are making 
a contribution to the development of Taconite. Such 
‘extra value’ in insurance can be a force in your busi- 
ness. Ask the INA agent or your own broker about it. 


Insurance Company of North America * Indemnity Insurance Com- 
pany of North America * Philadelphia Fire and Marine Insurance 
Company * Life Insurance Company of North America * Philadelphia 


INSURANCE BY NORTH AMERICA (WA) 








How Much Is WORKER TENSION Costing YOUR Company ? 
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ee ACH YEAR,” says Newsweek Magazine, editorially, ices seine 
monotony-born inefficiency costs industry an PER EMPLOYEE PER THOUSAND 
estimated $3 billion in waste of man and machine. 800 9:00 1000 1100 NOON 1.00 200 300 400 500 800 900 1000 1109 NOON 100 200 300 400 5.00 
Muzak’s musical campaign is part of an industry- 
wide effort to boost efficiency by cutting down on the x 
workaday boredom that leads to tension, and then to fA ‘ av 
errors, rejects, breakage, down time, and accidents.” ~ 
How much is Worker Tension costing your com- Et és mS 
pany each year? Here is a new report on an answer a 
to this common management problem . 
0) 





Let Us Send You, With Our Compliments... 


‘AN ANSWER 


Is One of These 
Your Type of Business? 


Then Here’s Why You 
Should Read This Booklet 


OFFICES find that MUZAK is 
especially helpful in relieving 
the tensions caused by “noise 
fatigue” in rooms filled with 
the clatter of office machines. 
MUZAK penetrates noise bar- 
riers, masks out unwanted 
sounds, without becoming dis- 
tractingly loud. 


FACTORIES AND PLANTS note a 
definite improvement in pro- 
duction and accuracy. They 
also report fewer disputes to 
be arbitrated. 


BANKS find it pays to provide 
MUZAK for customers and 
employees both. It creates a 
“nice to do business here” at- 
mosphere ... and, by reliev- 
ing worker tension, aids con- 
centration of clerical workers. 
As one bank official pointed 
out, peak loads and deadlines 
in banking clerical work 
“place the personnel under a 
nervous strain at times... 
the benefits from suitable mu- 
sic under such conditions are 
unquestionably helpful.” 


HOTELS AND RESTAURANTS 
know that good-will is money 

. and a tense, irritable em- 
ployee is bad for business. 
Music by MUZAK makes the 
public feel like coming more 
often ... helps keep 
the staff at a peak of 
cheerful efficiency too. 


STORES AND SHOPS 
discover that MUZAK 
keeps clerks friend- 
lier and more cheer- 
ful while it encour- 
ages customers’ im- 
pulse buying. 








*MUZA 
Reg. U.S. P: 





dem INTERESTING BOOKLET (yours 
upon request, without obligation) 
is a result of MUZAK Corporation’s 
20 years of research: a study of the 
effect of custom-created work music 
upon fatigue and Worker Tension. 


The world has long been familiar with 
the powerful influence of music upon 
mind and body. But only in recent years 
have scientific discoveries been made 
about the effect of music upon Worker 
Tension. And these have been applied by 
MUZAK to the development of an en- 
tirely new kind of music: functional back- 
ground music. 


A Tool of Modern Management 


It is functional because it is created to 
perform a specific practical purpose. Like 
air conditioning, soundproofing, fluores- 
cent lighting, “music-while-you-work” by 
MUZAK has won a permanent place as a 
tool of modern management. It more than 
pays its way in increased efficiency and 
productivity. For example, typical of 
thousands of such results, it has...... 
e Increased production 20% in the draft- 

ing department of a Tennessee build- 

ing supply company, resulting in sav- 

ings of $300 to $400 a 

month. 

e Reduced clerical errors 
in the auditing depart- 
ment of a Kansas bank 
by 11%. 

e Increased output 


TO WORKER TENSION’ 


THE FACTS ABOUT WORK MUSIC AND JOB EFFICIENCY 


points out how MUZAK (by relieving 
Worker Tension) lessens fatigue, reduces 
mistakes, cuts down idle talk, eases fric- 
tion among employees. It shows the basic 
differences between work music and other 
kinds. It charts, for instance, the effects 
of work music upon the key punch opera- 
tors and verifier operators of one of the 
world’s largest insurance companies. 


This free booklet also describes the four 
basic features that set MUZAK apart as 
the world’s only authentic work music. It 
takes you inside the MUZAK system; 
shows how MUZAK creates, programs, 
transmits, and protects its $10,000,000 
treasury of especially created work music. 


TODAY UPWARDS OF 20,000 pro- 
gressively managed companies are serv- 
iced by MUZAK. They include 15 of the 17 
top companies certified as “Best Managed” 
by the American Institute of Manage- 
ment ...411 of the 12 “Best Known” 
companies .. . 74 of the 100 largest com- 
mercial banks... 40 of the 70 largest 
insurance companies. Why not find out, 
without obligation, what MUZAK may 
be able to do for your company... by 
mailing the coupon? MUZAK Corpora- 
tion, Dept. 69, 229 Fourth Ave., New 
York City 3. 


ee eee eeeeeeseeeeeeeee SOSH SEE HEHE SESE SESE EEES EES 


MUZAK Corporation, Dept. 69, 
229 Fourth Avenue, New York 3, N. Y. 


Please send me, without obligation, a free copy of “An 
Answer to Worker Tension.” 


: MG inne do asndesanteeiaeeeeacsas aden POR isu dndnee 

per operator in : 
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plant by 10%. : 
What You Will Learn : Type Of BUSimess......o.000c00ssesc008 No. of employees...... os 
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what price water ? 


Adrift on a leaden sea, water is life! Right here at home 
many communities are also fighting for water! 
Rapidly increasing populations and steadily mounting industrial 
demands place severe drains on our water systems. 
Many are outdated. 
Fortunately, an average increase of a few pennies a person per 
day in water rates would supply the money to bring many water 
systems up to date... assure life-giving supply for years to 
come. Isn’t it worth it? 
Here’s what you can do to help. 
1. Encourage future water planning. 
2. Support realistic water rates and water supply bond issues. 
3. Conserve water where you can. 


Know of any substitute for water? 


CAST IRON PIPE 


RESEARCH ASSOCIATION (QRRREIIXCEIIED suite 3440, PRUDENTIAL 








PROOF POSITIVE 
CAST IRON PIPE SAVES 
YOU TAX DOLLARS 


This cast iron water main laid in 
Montreal 141 years ago is still serving. 
This is typical of many century old 
cast iron water and gas mains still 
in use throughout America. 

Small wonder that where long life, 
dependability, and economy are 
“musts,” water officials prefer cast 
iron pipe... No. 1 Tax Saver! 


PLAZA, CHICAGO 1, ILL. 
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FEDERAL GOVERNMENT LENDS $1 for each 
$5 lent by private banks. 

Some states depend on Uncle Sam for 
30 per cent of their budgets. 

Some occupants of public housing 
projects refuse overtime work and 
promotions for fear of being made to 
vacate their project homes. 

Largest government electric plant is 
more than twice as big as largest 
private plant. 

These findings--and others--are by 
special research team at Library of 
Congress. 

Condensed this month in NATION'S 
BUSINESS, study reveals adverse effects 
of expanding government on free 
enterprise. 

Nine-part study covers: 

Taxation, federal lending agencies, 
public power, reclamation. 

Agriculture, public housing, federal 
grants, foreign aid, federal 
interference in education. 

Report starts on page 38. 


TEN PER CENT BOOST IN TAX cases is 
forecast for coming 3 years. 

Assistant Attorney General Charles 
Rice says eStimate is conservative. 

Reason for increase: 

Combination of high tax rates, peak 
business activities. 

Additional factors: 

Legal problems growing out of excess 
profits tax law and 1954 revision of 
federal tax code. 

Item: Average 1947 case involved 
$60,000. Now it's $148,000. 

Total amount involved in civil tax 
litigation--$700 million. 


CONGRESS WILL DIG FOR FACTS on 

numerous fronts vital to business 
in fall and winter months between 
Sessions. 

Here's outlook for inquiries: 

Wage controls=--Hot subject, House 
Subcommittee on minimum wage will hold 
field hearings starting next month on 
West Coast. 

Pension, welfare funds--Field hear= 
ings will be run by House Education 
and Labor subcommittee, looking to= 
ward legislation for tighter controls. 

Administered prices--Kefauver inves-= 
tigation will continue, will turn to 


ROM LLOROLALLLCA LAGS WASHINGTON LETTER 


farm machinery, newsprint, aluminun, 
baking industries. 

Other congressional investigations 
will cover: 

Small business problems in relation 
to defense contract procurement. 

Federal fiscal policy, taxes, price 
spread on agricultural commodities, 
foreign trade policy. 


BROADER RACKETS INVESTIGATION is 
coming. 

McClellan committee will go beyond 
labor corruption, dig into some 
common labor-management practices 
and activities. 

Examples: 

Political activities, organizational 
picketing, Secondary boycotts, un-= 
democratic union procedures, management 
tactics to prevent unionization. 

Note: Your secondary boycott experie 
ences may interest committee. 

You can write Paul Kamerick, care 
committee, Senate Office Building, 
Washington, 25, D.C. 


BUSINESS OUTLOOK: Next year will see 
gross output reach $450 billion. 

Forecast's based on expected rise as 
seen by Washington economists in and 
out of government. 

But there's a cloud on horizon: 

How much will reflect inflation? 

Informed guess is that about half the 
rise will be higher prices. 

Washington thinking is that price rise 
for coming 6 months will be at slower 
rate than during past year. 

But that depends partly on effect of 
anti-inflationary steps government's 
considering. 

Other important factors also could 
influence production and sales. 

For comparison: Gross national pro= 
duct's probably going to average about 
$435 billion this year. 

The $450 billion annual rate will be 
reached about late spring. 


PEMPLOYE ABSENTEEISM WILL JUMP this 
fall, winter. 

Reason: Onset of Asiatic flu epidemic 
in U. S. 

You can expect aS many as l out of 5 
of your workers to lose time from work. 
Big problem is that many workers may 
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be ill at same time. Aftermath infec- 
tions, such as pneumonia, also 
will take toll. 

Epidemic will be most damaging to firms 
geared to peak activity during Christmas 
season. 

But you can do something to lessen 
flu's impact on your business. 

Vaccine that's about 70 per cent effec- 
tive will be ready starting this month. 

Six drug manufacturers will work round- 
the-clock shifts 7 days a week to reach 
production goals. 

Many firms are planning to cooperate 
with health officials for mass inocu- 
lation. 

Note: Drug makers also are stepping 
up production of penicillin, other anti- 
biotics to combat other respiratory 
diseases sure to follow. 


PENSION, RETIREMENT FUNDS by 1965 will 
reach $100 billion. 

New study shows reserves already 
exceed $70 billion. 

They've grown 10-fold since 1940. 

About 15 million persons now get 
benefits--compared to 3 million 17 
years ago. 

Public pension programs paid out $4 
billion in 1947, paid $11 billion in 
1955 and by 1965 figure will zoom to 
estimated $20 billion yearly. 


WHAT PHILOSOPHY MOTIVATES nation's 
business leaders? 

Answer is contained in findings of big 
new national survey of company presi- 
dents. 

Most respondents cited the Golden Rule, 
fairness, honesty or trying to see other 
man's point of view. 

Other popular rules of conduct: 

Loyalty, common sense, objectivity, 
integrity. 

A few mentioned daily prayer, faith in 
God. 

Sample comments: 

"I assume that subordinates know more 
than I do until proven otherwise." 

"You make mistakes frequently in busi-= 
ness. Review them, pull them apart, see 
what you did wrong, then build again. 
Never fail to treasure your blunders. 
They're valuable." 

“If a job and associates not congenial, 
change job." 


"Run the job as though the property 
were your own--instead of belonging to 
22,000 stockholders--and do not make 
the same mistake twice." 

See page 32. 


TOP EXECUTIVES’ DAYDREAMS also were 
explored in survey of presidents. 

Question asked what one thing 
presidents had never done that they 
would like to do. 

Surprisingly, few of the answers 
related to business. 

Many indicated a desire to travel-= 
especially by boat. 

One said he would like to produce a 
movie; another, write a book. 

In apparent seriousness, one said: 

"Go to the moon." 


TAX CUT PROSPECTS next year depend on 
government economy drive. 

Government departments, agencies have 
been ordered=--on behalf of President-- 
to hold spending at no higher than 
fiscal 1957. 

That total: 

$69.3 billion. 

You can look for trouble ahead, how- 
ever. 

Spending so far this year is almost 
$2 billion higher than same period year 
ago. 

Why? One unofficial explanation: 

Some of last fiscal year's postponed 
Spending is showing up in fiscal '58 
totals. 


UNEMPLOYMENT INSURANCE COSTS keep 
rising as wages go up and states 
increase layoff pay. 

Employers have paid more than $1.5 
billion into unemployment funds in the 
past year. 

Slightly less was paid out to idle 
workers. 

Figures are about $209 million higher 
than year ago. 

This year 21 states have passed 
legislation boosting maximum 
unemployment benefits. 

Boosts range from $2 to $11 a week. 

Forty states--in which about 90 per 
cent of the covered workers are em- 
ployed=--pay individual maximum benefits 
ranging from $28 to $36 a week. 

With dependents, benefits are as high 
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as $70 a week in Alaska, $60 in 
Connecticut. 

Six states increased the duration of 
weekly benefits. 

Except for Pennsylvania, top is 26 
weeks. Pennsylvania will pay idle 
workers for as long as 30 weeks. 


LOOK FOR UPCOMING RESULTS of National 
Housing Inventory--first Census Bureau 
has made since 1950. 

It will show U. S. housing supply, 
with breakdown for major geographical 
regions, selected metropolitan areas. 

It will show number of new dwelling 
units added by construction in 6-year 
period, demolition, fire losses, other 
information. 

First data will be available this 
fall--all should be ready by Christmas. 

You can get it from local field 
offices of Commerce Department, from 
Census Bureau or Superintendent of 
Documents, Washington 25, D. C. 


PHISS THE BUSINESSMAN--new parlor game 
will come under debate this fall at 
national personnel conference. 

Special panel will discuss thinking 
behind recent TV plays, books, movies 
that have cast businessmen in 
unfavorable light. 

Curious part is that some portrayals 
most unflattering to business have been 
lavish TV dramas paid for by commercial 
Sponsors and carried into millions of 
U. S. homes. 

At same time, business spends billions 
to tell its story to public, stress its 
community consciousness via public 
relations. 


PYOUR IDEAS CAN BE IMPORTANT to your 
company's operations long after you're 
gone. 

In future years, for example, execu- 
tives may wonder how problems they face 
were handled by you--and why you took 
action you did. 

They can find out reasoning behind 
action by listening to your decision- 
making discussions with your managers on 
long-play recordings. 

At least one firm already has been 
organized for sole purpose of making 
Such records. 

It specializes in recordings of busi- 


ness discussions which may prove useful 
in future years. 


PHERE'S CAPSULE REPORT on executive 
thinking on 2 subjects--as reflected in 
survey at management workshop: 

1. Company heads believe employes al- 
ready on payroll are as good as or bet- 
ter than most employe prospects brought 
in by professional recruiters. 

2. Appraisal of employe's worth to 
firm is more reliable, useful when done 
by man's peers or those above him. 

Executives suveyed think appraisal 
by subordinates normally is colored. 


WE'RE LOSING GROUND IN BATTLE to 
obtain more usable highway space. 

Look at these facts: 

Since World War II we've added about 
53,000 miles of highway lanes. 

But autos produced in same period 
would stretch about 200,000 miles bumper 
to bumper. 

If cars today were no longer than 1946 
models, bumper to bumper line up of all 
produced would be estimated 85,000 miles 
shorter. 

According to American Motors President 
George Romney: 

Extra length alone of typical cars 
today, compared with 1946 models, has 
Swallowed up entire mileage of added 
lanes of new highway. 

Note: Major U. S. turnpikes today total 
2,190 miles. 

Tolls would cost you $31.68. 


PROGRESS: Growing demand will require 
160 million ton steel-making capacity in 
another 10 years, Says steel official. 
That's boost from 133 million tons now... 

By 1975 you'll be able to send mail by 
Supersonic missile.... 

Long-range ballistic missiles will be 
ready for Air Force soon after fiscal 
1960... 

Aircraft industry has already 
invested $100 million private money in 
new facilities for missile program, with 
larger expenditures ahead.... 

Average industrial worker now can buy 
new car with 7 per cent fewer work hours 
than he could 10 years ago.... 

About 80 per cent of U. S. economy is 
based on products not in existence 75 
years ago. 
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with this portable 
Aluminum Conveyor 


ee last year’s holiday rush— 
those busy days when you had to 
handle fast-moving stock in a hurry? 
This year do it the easy way with a 
Ve-Be-Veyor—the handiest portable, 
package conveyor on the market. This 
aluminum-light, fool-proof conveyor is 
easy to move, easy to set up and run 
wherever bottlenecks occur. Moves 
packages fast at warehouse, loading plat- 
form or from floor to floor to relieve 
overworked freight elevators. 


LIGHT AND POWERFUL—Carries more 
than its own weight. 12 ft. unit weighs 
only 149 lbs.; 16 ft., 192 lbs.; 20 ft., 235 1bs. 


PLUGS INTO ANY OUTLET—} hp., 115 
volt motor runs on regular house current. 


INEXPENSIVE— Quantity production keeps 
cost low. 12 ft. unit costs $395. 


Move your stock on a magic carpet. Wire, 
phone or send coupon today. 


A. B. Farquhar Division 
The Oliver Corporation 
Dept. S-63, York, Pa. 


Send me Bulletin 600 describing the NEW 
Farquhar aluminum, portable Ve-Be-Veyor. 














Letters from 
businessmen 


First 


Your August article, “New Bal- 
ance Promises Greater Prosperity” 
represents one of the first references 
I have seen in a publication such as 
yours to the fundamental change 
that has occurred in the saving and 
spending habits of the American 
people. 

WILLIAM D. Ross, Dean 
Louisiana State University 


30 will profit 
We have been quite interested 
in “Profit Squeeze Will Tighten,” 
in the August issue of your splendid 
magazine, to which we subscribe. 
We would like to have 30 reprints of 
this article. 
PAUL M. AUBRY 
Sales Manager, 


Cosa Corp., 
New York 17, N. Y. 


Listeners write in 
I have just finished reading with 
interest your fine article “Listening 
is a 10-Part Skill” (July). I would 
like to reprint this article in either 
full or condensed form in the Mu- 
tual of Omaha house magazine, 
Criss Cross Currents. 
JOHN R. DIXON, Editor 
Mutual of Omaha, 


Omaha, Neb, 

We received a great deal of prac- 
tical good from the article ‘“Listen- 
ing is a 10-part Skill.” 

JOHN O. PARKER 


Central Hudson Gas & Electric Corp., 
Poughkeepsie, N. Y. 


Theme for future 

“You’ll Hire This Man in ’65” 
(July) ties in well with the pro- 
posed theme of our Tenth Annual 
Real Estate Education Conference 
—the necessity of real estate train- 
ing today to insure adequate lead- 
ership tomorrow. 

K. M. NEARY 


National Association of 
Real Estate Boards 


Tremendously revealing 
Today my attention was directed 
to an article entitled “What Future 
Managers Will Do” (April). Be- 
cause it is not only interesting but 
tremendously revealing and chal- 
lenging to anyone interested in fu- 
ture management problems, I would 
like very much to have a copy of 
that issue. If such is available, 
please send, because others in our 


organization should read it. Con- 
gratulations on the continued good 
coverage of your magazine. 


MARSHALL J. DIEBOLD, 


Vice President-Personnel, 
Northrup, King € Co., 
Minneapolis, Minn. 


We please a girl . . . 

I picked two significant state- 
ments out of the article on “Execu- 
tive Trends” in your August num- 
ber: “Most important, secretaries 
agree, a secretary should be stead- 
fastly loyal to the executive she 
serves and to the company”; ‘“Sec- 
retaries feel attitude of executives 
is vital in determining ultimate 
value of a secretary. ... treat her 
as a mature person, give her re- 
sponsibility and she’ll prove to be 
one of your most useful and trust- 
worthy aides.” 

I concur in your statement that 
“Girls seem eager to learn more 
about company organization.” Along 
with many other secretaries I am 
doing something about it. 

MISS VIRGINIA WILLIAMSON, CPS 

Executive Secretary, 


Kennecott Copper Corporation 
- . » and negiect the men 
May I call your attention to a 
minor misstatement [in same arti- 
cle]. You say “Only 983 women 
have earned the Certified Profes- 
sional Secretary rating.’ Accord- 
ing to the official CPS list, there are 
at least three men among that 
group. 
Miss RUTH H. SCHWARZLET, CPS 


Atlantic Mutual Insurance Co. 


Help for a business .. .- 

Let me compliment you on the 
thoroughness of this report (‘New 
Way to Spot Leaders,” February) 
and others like it. I have found 
them extremely valuable to my ca- 
reer—perhaps some day they will 
have directly contributed to the suc- 
cess of my business. 


ALFRED C. LEHMAN 
New Hyde Park, N.Y. 


. « » and soldiers 

It is requested that the Main 
Library, U. S. Army Command and 
General Staff College, be granted 
permission to reproduce the article, 
“We’re Arming for the Wrong 
War,” by Dr. Vannevar Bush, 
which appeared in the August 1955 
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How to keep shipping costs under control 








Late shipping struck Albert a hurricane blow Al's back on his feet now and shipping with thrift 


He calls RAILWAY EXPRESS — it's dependably swift! 


It upset his business and cost lots of dough 


fe ee ee ee a ee a ee ee 


If you're paying extra for pickups, deliveries, or insurance, 
your shipping dollar's going fast, but not far. 


SILw 
Cimese 
IGENCY 


What to do about it? 


Call Railway Express for really economical shipping. Just one 
fixed charge is all you pay. And you get swift caverage no 

other company can match, for Railway Express reaches some 
23,000 American communities. And now, with Railway Express’ 
new World Thruway Service, you can speed shipments to and from 
almost anywhere in the world! So, whether you're sending or 





receiving, here or abroad .. . alWays call Railway Express, 


the complete rail-air-sea shipping service. 














“With LUE CROSS 


we know our people 
get excellent hospital 
care protection. - 











and they know it, too!” 


says HERBERT C. PHILLIPS, President, 


Curlee Clothing Company 


*‘In our type of manufacturing, quality depends in large part on the 
conscientious craftsmanship of our workers. We consider Blue Cross a major aid 


in keeping Curlee people happy and enthusiastic in their work. 


It gives them truly worthwhile protection for themselves and their families— 


helps them avoid worries about sickness or injury.”’ 


Blue Cross Plans, serving locally 
coast to coast, bring Americans 
this famed program for prepay- 
ment of hospital care...the only 
one officially approved by the 
American Hospital Association. 


LUE CROSS protects employees of over 
300,000 companies . . . more than 
are served by any other organization in 
this field. Such acceptance is based on 
the many advantages Blue Cross brings 
employers and employees. 
Blue Cross is unique in its working 
relationship with hospitals. For the em- 
ployee and his family, this means they 
need only show the Blue Cross card upon 
admission to the participating hospital. 
The local Plan handles bill payment 
directly with the hospital. No red tape. 
More efficient for management. Be- 
cause they work so closely with hospitals 
Blue Cross Plans can relieve companies 











of costly paper work and make for better 
employee relations. There are no claims 
to file—no reports to make out. 

Benefits based on needs. The Blue 
Cross objective is to help members in 
terms of hospital care rather than dollar 
allowances—to give realistic protection. 





The cost is low. All Blue Cross income, 





except what is needed for low expenses, 
goes toward paying for hospital care. 
Over a billion dollars was paid out for 
members last year—a new record! Benefits 
are set locally, to best meet the costs of 
care in local hospitals. 

Easily adapted to welfare programs. 
Blue Cross fits into almost any employee 
benefit “package”—large company or 
small, It may also be included in retire- 
ment benefits. 





For full facts on protection advantages 
of Blue Cross, contact your local Blue 
Cross Plan. Or write Blue Cross Commis- 
sion, Dept. 714, 425 North Michigan, 
Chicago 11, Illinois. 








A few of the important companies 
with Blue Cross: 


AMERICAN PRESIDENT LINES 
CHRYSLER CORP. 
CROWN ZELLERBACH CORP. 
J. STEVENS ARMS CO. 
RAYTHEON MFG. CO. 

R. G. LeTOURNEAU, INC. 
SCOTT ATWATER MFG. CO. 











BLUE CROSS. 


® Blue Cross and symbol registered 
by the American Hospital Association 
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issue of NATION’S BUSINESS. 
This reproduced article is to be used 
solely in connection with instruc- 
tional purposes. 


ADAM §. BUYNOSKI 


Colonel, Artillery, 

Secretary, 

Command &@ General Staff College, 
Fort Leavenworth, Kansas 


...and a salesman 

NATION’S BUSINESS seems to 
be just what I have been looking 
for. As an aspirant to the star sales- 
man category, I feel that you have 
already published articles which 
could be of great value to me as a 
salesman. 

W. A. SCHIRRA 


Wirthmore Poultry & Dairy Service, 
Renfrew, Pa. 


...and management people 

The article “How to Make a Busi- 
ness Decision” (April, 1956) pre- 
sents the kind of helpful informa- 
tion we like to pass along to our 
management people. 


MARY DAMON 

The Pacific Telephone and 
Telegraph Company, 

Los Angeles, Calif. 


... and the clergy 
I have read with interest “How 
to Say What You Mean” (May). I 
want to send one of these copies to 
our Bishop, who might in turn wish 
to distribute “How to Say What 
You Mean” to all our diocesan 
clergy. The Episcopal Church is 
tremendously concerned about the 
problem of communication. 
GREGORY A. E. ROWLEY 


Vicar, 
St. Francis of Assisi Church, 
Youngsville, Pa. 


...and bankers 

We would like to receive the fol- 
lowing reprints from past issues of 
NATION’S BUSINESS: “New Way 
to Use Facts” (July 1957) ; “Listen- 
ing is a 10-part Skill” (July 1957) ; 
“How to Say What You Mean” (May 
1957). 

It is generous of NATION’S 
BUSINESS to make these fine arti- 
cles available to readers. 

BEN R. CARROLL 


Assistant Cashier, 
The First National Bank, 
Fort Worth, Tez. 


»».and union labor 

Please include us on your sub- 
scription list for three years. We 
find your reports on labor of vital 
interest to our organization. 


AERO MECHANICS UNION 
Seattle, Wash. 


Facts, not theory 

The approach (““New Way to Use 
Facts,” in July) was refreshingly 
practical in handling a topic which 
is often confused by theorization. 


FRED C. MEIKLE, 
Aluminum Company of America 








"Saas Nolen Re Leaibactten 3: 


HERBERT C. PHILLIPS, President, Curlee Clothing Co., says: 


“We prefer BLUE SHULD 





for two reasons: 
realistic benefits and 
broad protection!” 


“We like being able to tell our people 
that they can count on Blue Shield to 
help with the cost of practically any 
kind of operation—and that the bene- 
fits they get will be substantial. Those 
who have had occasion to use Blue 
Shield are its biggest boosters.” 


Facts you should know 
about Blue Shield: 


Sponsored by doctors in their own 
local areas . . . Blue Shield Plans help 
millions of people meet surgical-med- 
ical-maternity expenses. 

Gives broad protection. Benefits are 
provided for hundreds of surgical pro- 
cedures and many medical treatments. 
Offers low cost. Rates and benefits 
are set locally to fit local conditions. 
Low administrative expense makes 
possible benefits at minimum cost. 
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Flexible . .. Blue Shield protection fits 
existing welfare programs in large or 
small companies. It may even be 
adapted to retirement needs. 

For full details, contact the Blue 
Shield Plan in your area. Or write 
Blue Shield Commission, Dept. 714, 425 
North Michigan, Chicago 11, Illinois. 








BLUE SHIELD. 


@ Service marks reg. by Blue Shield Medical Care Plans 
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Trying to dig 
up new construction 
business? 





We help you 
do your 
spadework 


When you're looking for new con- 
struction business, Dodge Reports 
can help you uncover just the jobs 
you want. This famous building news 
service, covering the 37 Eastern 
States, pinpoints the live prospects — 
with real profit potential — right in 
your own area. You get advance 
notice of what’s going up, when and 
where. You learn when to submit 
bids and whom to contact. If you 
want to know how up-to-the-minute 
Dodge Reports do the spadework 
that digs up new construction busi- 
ness ... in the simplest, most eco- 
nomical way ... mail the coupon 


today! 


F. W. Dodge Corporation, Construction News Division 
Dept. X-8, 119 West 40th Street, New York 18, N. Y. 
| want to know how to get more new construc- 
tion business, Please let me see some typical 
Dodge Reports for my area. | am interested in 
the markets checked below. 

(CJ House Construction [] General Building 
() Engineering Projects (Heavy Construction) 














City. Zone. State. 
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Bill would widen 
U.S. lending control 


A NEW PROPOSAL being consid- 
ered in Washington may one day 
place the federal government in con- 
trol of your business financing. 

Under this proposal, loans and 
even equity financing would be dis- 
pensed by national investment com- 
panies organized in each state, 
financed from Washington. 

Actually in 13 states privately 
financed development credit corpo- 
rations have already been organized 
to meet long-run credit and equity 
needs such as the federal companies 
would handle. Under the new pro- 
posal the federal government would 
take over these corporations and 
set up somewhat similar ones in the 
other 35 states. 

Here’s what this could mean: 
> The cost would approach $250 
million immediately. Ultimate po- 
tential cost is impossible to estimate 
—but high. 
> Federal authorities would control 
an important new source of money 
which business needs. 
> Risk capital for the man with an 
idea—the kind of capital private in- 
vestors traditionally put up—would 
be parceled out through government 
decision. 

Preliminary experimental legisla- 
tion may pass the Senate this year. 
The Small Business Administration 
may be authorized to buy bonds of 
existing development credit corpora- 
tions. Hearings next year will deter- 
mine what form the main move will 
take. 

A Small Business Subcommittee 
of the Senate Banking and Currency 
Committee recently investigated 
this subject in connection with its 
hearings on continuing the Small 
Business Administration. The sub- 
committee discussed two bills: 

S. 2160: A comprehensive plan 
under which Federal Reserve banks 
would subscribe $5 million in stock 
for a national investment company 
in each state—48 altogether. Con- 
trol of the basic policies of these 
companies would rest with the Fed- 
eral Reserve Board. It became clear 
in hearings, however, that the Fed- 
eral Reserve Board did not want ju- 
risdiction over this field, clearly not 


a standard central bank function. 
As a result, the committee has con- 
sidered placing a government agen- 
cy such as SBA in charge of the 
program. 

S. 2286: This more modest bill 
would authorize SBA to buy bonds 
in privately financed development 
credit corporations wherever they 
exist or will exist. SBA purchases 
would have to be matched by local 
purchases, either by private enter- 
prise or by the state government. 

The first bill, S. 2160, is a revised 
version of a national investment 
companies bill which was part of the 
Truman Administration program in 
1950 and has been introduced every 
year since without causing much 
congressional interest. 

Revised and reintroduced by Sen- 
ators John Sparkman (D-Ala.) and 
J. William Fulbright (D-Ark.) this 
year, it failed to win endorsement 
from representatives of existing de- 
velopment credit corporations who 
testified at the SBA hearings. The 
American Bankers Association en- 
dorsed the principle, but balked at 
federal control of the proposed lend- 
ing organizations. 

Senator Fulbright then introduced 
S. 2286. 

The first privately financed devel- 
opment credit corporation was char- 
tered in Maine in 1949. Since then, 
corporations have been set up and 
are making loans in all New Eng- 
land states except Vermont, and 
in New York and North Carolina. 
Soon to get under way are similar 
organizations in Georgia, Michigan, 
Mississippi, South Dakota, Vermont 
and Wisconsin. 

In these organizations, stockhold- 
ers are largely business firms which 
recognize their stake in fostering the 
industrial development of the state 
—which may mean utilities, manu- 
facturing concerns, railroads, or 
public-spirited businessmen and citi- 
zens generally. This broad distribu- 
tion of stock ownership puts influ- 
ential elements of the state’s busi- 
ness community solidly behind the 
development credit corporation. The 
bulk of the financing, however, comes 
from the use of a fixed percentage of 
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NEW ENGLAND 


It’s being shouted from the treetops... 


a new business transport on the wing—the Fairchild F-27 
—the only airplane of its kind. 
Propjet-powered by twin airline-proven Rolls-Royce Dart engines, 
the F-27 outflies, outperforms any airplane of its type. It offers 
short hop economy to regional air carriers, 2250-mile range as a 
business transport. Cruising at 280 mph, it is unmatched by com- 
petitive airliners or executive planes. 
Address inquiries to: R. James Pfeiffer, Executive Director of Customer 
Relations, Fairchild Engine & Airplane Corporation, Hagerstown 15, Md. 


The good news is: there’s an exciting new airline aloft, FAIRCHILD 


THE FINEST AIRCRAFT FOR AIRLINES, 


CORPORATIONS AND MILITARY SERVICES. 
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You can answer int 
from acros 


i FINE—ACCEPT 
ee) HIS ORDER! 


ercom calls 
= the room—without 


touching @ button! 





COMPLETE PRIVAC 





Sino geet 
No one can “listen in without 
i g- 

our knowledge. Chime and sig 
: light announce every call. 
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...only Executone 


combines BOTH 


IN THE WORLD’S MOST ADVANCED INTERCOM SYSTEM! 


@ For the first time in any intercom sys- 
tem you can answer calls from across 
the room and at the same time enjoy 
positive assurance that no one can 
eavesdrop on conversations in your 
office. Executone’s exclusive “CHIME- 
mMaTic”’® signalling announces every 
call with chinte and signal light—warns 
that your circuit is open.* 


SAVE TIME—get more work done! 


Thanks to Executone’s “Remote Reply,” 
employees can now answer calls with- 
out interrupting their work. You get 
instant response without loss of work- 
ing time. You eliminate waiting and 
costly “call backs” when phones are 


*U.S. Pat. No. 2,744,966 


Liecilon 
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busy. Roving employees are located 
quicker. You give instructions, get in- 
formation without delay, yet you have 
“privacy protection” at all times. Work 
flows smoothly. Every hour becomes 
more productive! Executone soon pays 
for itself in many ways. Ask for full 
details. No obligation. 











full data on Executone Intercom. 


Without obligation, pleasesendme Name 





I am particularly interested in: Title 
00 INTER-OFFICE COMMUNICATION . 
(0 INTRA-PLANT COMMUNICATION Firm 








(C SWITCHBOARD RELIEF 
( LOCATING PERSONNEL 


me cme eee a 


Address City. 





In Canada—331 Bartlett Ave., Toronto 
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their capital and surplus for the cor- 
poration’s lending operation. 

Loans made by the development 
credit corporation go to applicants 
who cannot obtain financing from 
normal channels. These are typical- 
ly long-term loans. In fact, several 
development credit corporations are 
authorized to deal in equities as 
well, although few have done this, 
Standard banking channels con- ° 
tinue to fill short-term credit needs. 

In addition, the board of direc- 
tors, made up of both stockholders 
and lending institutions, provides 
business management advice as well 
as loans (or instead of loans) when 
the need is apparent. 

There have been cases in which a 
development credit corporation 
board has turned down loans but 
solved a small business problem 
through management suggestions. 

At the end of 1956 the seven ac- 
tive corporations had 2,539 stock- 
holders and 578 institutional mem- 
bers, most of which were national 
and state banks. The stock of these 
seven corporations totaled more 
than $2.6 million. The bulk of the 
funds was supplied by pledges of 
member institutions to the extent 
of $32.7 million. 

Of 892 loan applications received 
during the period, 281 totaling more 
than $19.5 million were approved. 
Only one loss had been definitely in- 
curred. 

Unlike many local community 
foundations, the predominant objec- 
tive of the state development credit 
corporations is not to woo business 
from other states or to set up entire- 
ly new businesses. Businesses al- 
ready in the state accounted for 
about 80 per cent of all the loans 
received. 

Variations on the development 
credit corporation have been adopt- 
ed in a few of the other states, no- 
tably Pennsylvania, Arkansas, and 
Kansas. 

In Pennsylvania, the Pennsylva- 
nia Industrial Development Author- 
ity performs somewhat similar func- 
tions but is a state agency using 
taxpayer funds. In addition, this 
authority has more restrictions on 
its operations than the others. It is 
limited, for example, to labor sur- 
plus areas in that state. 

In Arkansas, the newly formed 
development finance corporation 
would rely on help from the state 
government, but would still be pre- 
dominantly private. Arkansas in- 
vestors feel that state government 
support is necessary because of lim- 
ited domestic capital. 

In Kansas, regional development 
credit corporations are authorized, 
and two have been set up. 

—Don WaacE & Guy WATERMAN 
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LEADING COMPANIES EVERYWHERE ARE ADOPTING COPYFLEX ONE-WRITING METHOD! 
at 
ts 
m 
1- 
al 
re 
as 
is. 
n- 
is. 
C- 
rs 
es 
al] 
on 
a 
yn 
ut 
m 
1S. 
iC- 
k- 
N- 
al 
se 
re 
he 
of 
nt 
ed 
re Above: J. H. O’Connor, office manager of The Bristol 
: ; Company, saves his company thousands of dollars 
d. Ya? : i annually with Copyfiex one-writing system. 
in- x ® 
, - - = 
ty The Bristol Company Slashes Clerical Time 
lit . 
_ and Cost 85% on Order-Invoice Operation! 
aL. The Socket Screw Division of The Bristol Company, The savings made by Bristol can be projected to almost 
tor manufacturers of the most complete line of socket screws any paperwork operation in your business whether it’s 
on the market, has virtually eliminated all clerical work accounting, purchasing-receiving, or production control. 
ins on its extensive order-invoice operation. Alert office man- Copyflex is the superior, modern copying process—clean, 
ager J. H. O’Connor has done it with a revolutionary odorless, and economical. Letter-size Copyflex copies cost 
nt one-writing system made possible by Copyflex copying. less than a penny each for materials. Copyfiex will fit 
pt- All items to be ordered by distributors from Bristol are readily into your present systems. Mail coupon today! 
10- preprinted on prepriced translucent forms. Distributors You’ll be glad you did! Fee 
nd pencil in quantities desired and send originals of orders 
to Bristol. Copyflex copies, mechanically produced from 
7a- the originals without further writing, serve as packing Copyfiex Desk Top 
or- lists, shipping labels, order acknowledgements. Extensions pa te sald Po 
1c are then made on the original order and additional ty sm length, 
ng Copyflex copies run off for use as invoices. ra Aa 
his How Bristol has eliminated costly, time-consuming cler- per hour. Only 
a“ ical copying and proofreading with Copyflex can be pone th on 
; shown by Bristol’s own Time Study: to copy originals 
1s : up to 54” wide. 
Conventional System Copyflex System 
Ir- (One-Order-Invoice) (One-Order-Invoice) 
Checking and Pricing Distributor Purchase Order...15 minutes 0 minutes 
ed Preparation of Order Invoice ............-++-e+++- -45 minutes 8 minutes caiviiasilleeiieiaiadainbaaanainiaiiaiies 4 
on — es ! Charles Bruning Company, Inc., Dept. 91-NB ; 
ate mee 1 4700 Montrose Ave., Chicago 41, Illinois : 
% Bsa | Please send me information on the Copyflex process and : 
the U.S. 1 machines. : 
nt } and Canada : : 
m- 1 Name Title : 
Copies anything typed, written, (% ile ; ' 
Printed, or drawn on ordinary 1 Company ‘ 
nt translucent paper—in seconds. YY) ay ' ‘ 
ad, | Address 
“ CHARLES BRUNING COMPANY, INC., CHICAGO City County State 4 
In Conada: Charles Bruning-Co. (Canada) Lid., 105 Church St., Toronto, Ont. Uk sce sipsiaind sis nde icles os sae ag carey aaa in ee ain in aninedidareaie as ane 
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it took a city-wide election 


We found an ideal site for this company’s 
proposed new distribution center. The only 
difficulty was that it lay just outside the city 
limits, in a rural township that could not pro- 
vide sewerage, water, or fire and police pro- 
tection. Chesapeake and Ohio’s Industrial 


Development Department went to work. 


The only way these services could be made 
available was by annexation of the township 
by the city. First the Mayor, the City Manager 
and the City Industrial Committee had to be 
won over to the plan. Then it had to be ap- 
proved by a city-wide referendum. The elec- 
tion was arranged. The desirability of the 


new industry was sold to the public, and the 


annexation was overwhelmingly approved. 


Finding just the right site for a plant is seldom 
a simple matter. Often there are intricate 
negotiations which can best be handled by a 
third party; in this case the C&O. 


When you bring your plant location problem 
to the Industrial Development Department of 
Chesapeake and Ohio, you are enlisting the 
aid of a team of experts in every phase of the 
subject — including marketing, transportation, 
raw materials, taxation, labor, water and 


geology. 


We know you will be pleasantly surprised at 
the amount of help this organization is able 


to give you. 


Write for new booklet describing industrial resources 
and opportunities in C&O territory. Address: 
Wayne C. Fletcher, Director of Industrial Devel- 
opment, 3202 Terminal Tower, Cleveland 1, Ohio. 


KEWAUNEE 


waniTowoc ™ 


Chesapeake and Ohio... 


Railway 


SERVING: VIRGINIA * WEST VIRGINIA « KENTUCKY 
OHIO + INDIANA + MICHIGAN * SOUTHERN ONTARIO sities 








“How a light bulb accident brought 
a dark day to our ShOp!” raises serry acame 


“Repair work on the truck was right on schedule until 
the accident. Unnoticed, the truck’s fuel line had de- 
veloped a leak and a film of gasoline had spread along 
the garage floor. When a nut dropped, it shattered 
the bulb in the extension work lamp. The entire area 
burst into flames. 

“The mechanic suffered severe burns on his hands 
and arms. Other quick-thinking employes pulled the 
flaming truck into the lot with a wrecker and so 
saved the building from total destruction. 

“Hardware Mutuals rushed a claims man right 
over. He showed how my garage keeper’s legal lia- 
bility protected me for the destroyed truck. Work- 
men’s Compensation protection paid for my injured 
employe’s lost earnings and medical expenses. 

“Tt’s times like that when a businessman appreciates 
Hardware Mutuals friendly interest and quick claims 
settlements. And, of course, I’m thankful for the 
skilled counsel of their representative—who saw to it 
I had enough insurance protection in the first place.” 


The Policy Back of the Policy* 


A satisfactory claims settlement actually 
begins when the insurance protection 1s 
written. That’s why men like Mr. Adams 
find it pays to have their business insur- 
ance written by an expert. Trust your 
Hardware Mutuals representative to see 
you get enough protection and the right 
kind of protection to fit your special busi- 
ness needs. Skillful insur- 
Claim Paid to ance guidance plays an im- Look ‘in the 
Mr. Jerry M. Adams, Owner portant part in Hardware Yellow Pages fee 
Perry Ford Company Mutuals nationally-known_ |} “oer US 
a policy back of the policy®. 


Insurance for your AvromosiLte...Home...BRusSIness 
Hardware Mutuals. 
Stevens Point, Wisconsin - Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 
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THE STATE OF 
THE NATION 


BY FELIX MORLEY 


States trade away sovereignty to get 
their money back from Washington 


ALL WHO ARE CONCERNED for the future of our 
federal republic have been encouraged by the ac- 
tions of the Eighty-fifth Congress in the closing 
days of its first session. Both in the aid to educa- 
tion and civil rights bills, the effort of the Admin- 
istration to extend its authority in fields tradition- 
ally reserved to the states was frustrated. 

But there is a more insidious undermining of 
state rights that has not been checked and indeed 
proceeds steadily while Congress is not in session. 
This is found in the expanding system of financial 
grants made by Washington agencies direct to 
individuals in all parts of the country. Once such 
grants have been authorized they are administered 
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with little or no legislative supervision. Each par- 
ticular service builds up its own vested interest and 
the rising cost of each has become difficult to iso- 
late in the highly complicated budget estimates, 
though clearly reflected in the soaring department- 
al totals. The danger to the federal structure in 
this policy of direct aid to individuals is obvious. 
It practically ignores the states as political units, 
treating them as superfluous factors in our govern- 
mental system. The leveling-up process, for indi- 
viduals, is the socialistic counterpart of the level- 
ing-down, for individuals, made effective by direct 
federal taxation. Taken together, the federal in- 
come tax exaction and the personal federal sub- 
vention threaten in time to eliminate all practical 
reasons for having states at all. 


Until recently it was almost impossible to get 
a breakdown on the amounts our central govern- 
ment has been spending in direct subsidies to in- 
dividuals, as contrasted with the older practice of 
grants-in-aid to be administered by the states. 
Now we have the comparative figures. From fiscal 
year 1934 to 1956 inclusive the grand total of both 
these types of expenditure was $80,534,854,817. 
Of this, nearly $50 billion, 62 per cent, went direct 
to individuals, either in cash or kind. Less than 
$31 billion was paid to state and local govern- 
mental units. Furthermore, the rate of increase 
is mounting the more rapidly in the direct subven- 
tions, having risen 17 per cent from 1955 to 1956 
in the case of donations to individuals, as com- 
pared with a 10 per cent increase in federal grants 
to local governments. 

All these data have been most carefully worked 
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up, from Treasury Department sources, by the 
Joint Congressional Committee on Reduction of 
Nonessential Federal Expenditures, of which that 
doughty watchdog of the public interest, Sen. 
Harry F. Byrd of Virginia, is chairman. The com- 
mittee report, as submitted to Congress by Mr. 
Byrd, is a wholly factual statistical compilation of 
618 pages. But the formidable document richly 
repays close study. 

During the New Deal period payments by the 
central government to individuals were almost 
entirely unemployment relief of one kind or an- 
other, and were in the aggregate enormous. These 
direct payments are now of quite different charac- 
ter, for all sorts of welfare measures, but under 
the Republican Administration they have been 
steadily climbing back to New Deal levels. Thus, 
in fiscal 1934, with unemployment rife, federal 
payments to individuals totaled $1,699,871,720. 
In fiscal 1956, with no unemployment to mention, 
this item was nevertheless virtually identical— 
$1,689,154,920. 


In its detailed statistical analysis the Byrd Re- 
port first breaks down the different types of fed- 
eral subventions into 175 separate categories, of 
which a few—like the National Youth Adminis- 
tration—no longer function. Then there is a 
lengthy section showing under each category how 
much has been distributed annually in every state 
in each category. Thus it becomes possible to 
ascertain at a glance how deeply, and in what di- 
rections, federal aid has permeated the structure of 
local government. 

For instance, the special school milk program 
was launched in 1954, partly in the hope of reduc- 
ing surplus stocks of dairy products. Taking 
Maryland as a median state, one finds that until 
1955 no Maryland schoolchild was spoonfed with 
special milk by Uncle Sam. In 1955, however, 
small Marylanders drank this milk down to the 
value of $192,035. It obviously created an appe- 
tite, for in 1956 this item of special milk consump- 
tion jumped to $960,579 for Maryland alone. 

At the other end of the educational scale are 
the research grants now being made to presum- 
ably qualified students through the agency of the 
National Science Foundation. These federal sub- 
sidies also got under way slowly in Maryland, 
with a modest total of $84,000 in 1954. But they 
are gathering steam: $224,000 for Maryland in 
1955 and $324,250 for 1956. 

Being a citizen of the Old Line State myself, and 
also mildly afflicted with arthritis, I was prompted 
by personal curiosity to see how federal subsidies 
looking toward the control of this ailment are go- 
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ing in Maryland. The Byrd Report shows that 
they are going very well indeed. The score by 
years for the arthritis item is: 1952, $3,782; 1953, 
$25,415; 1954, $64,795; 1955, $146,699; 1956, 
$238,432. I calculate that if the rate of increase 
continues to double every year, Maryland ar- 
thritics alone will in 20 years time be absorbing 
$250 billion of federal funds annually. By then 
those who pay will be at least as crippled as those 
who receive. 

The speculation does not seem so fantastic 
when one examines the cumulative cost of these 
classified activities during the brief time that some 
of them have been in operation. And it is to be 
realized that the Byrd Report excludes from its 
compilation all social security payments and other 
federal subsidies to which the recipient himself 
makes some financial contribution. 

The biggest single item is old-age assistance, 
under which a total of nearly $8.5 billions had 
been distributed to individuals by the close of 
fiscal, 56. Aid to dependent children had then 
reached almost $3 billion more. The mere removal 
of surplus agricultural commodities accounted for 
$580 million in direct payments to happy farmers. 
For school lunch programs, over and above the 
special milk experiment, the total as of today is 
certainly more than $1 billion. These cosseted 
children, as they grow up, will not be inclined to 
bite the federal hands that feed them. More 
probably, with the audacity of Oliver Twist, but 
with much better prospects of success, they will ask 
for more. 


In 1955, the Commission on Intergovernmental 
Relations, headed by Meyer Kestnbaum of Chi- 
cago, produced an exhaustive but ineffective re- 
port on the division of function between the central 
and state governments. Just recently Mr. Kestn- 
baum told a House committee that some federal 
aid programs might well be discontinued. The 
Byrd Report is helpful in identifying those which 
are not merely nonessential but also shamelessly 
extravagant. 

Now President Eisenhower, properly worried by 
the situation which this report defines, has named 
another commission, instructed to get early action 
in stopping the ever increasing drain of authority 
from what used to be called the sovereign states. 
This new commission, composed of nine governors 
and seven high federal officials, held its first meet- 
ing in August. 

The new “Joint Federal-State Action Com- 
mittee” could logically decide upon one recom- 
mendation which, if adopted, would go far to re- 
store the traditional balance of American govern- 
ment. It is, that all direct subventions from 
Washington to individual citizens of the various 
states should be discontinued as a matter of 
principle, 
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Planning a new building ?... Check these 


unique features of Armco Steel Buildings 
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Low cost 

Precision-made, factory-engineered parts 
Save preliminary design work 

Quickly erected—“move-in” time reduced 
Erection service available 

More than 5000 sizes to choose from 


Buildings from 28 to more than 100,000 sq. ft.— 
clear span widths from 5’4” to 100’ 


Building tailored to your exact space needs 
Attractive, modern appearance 


Rigid, weathertight construction withstands heavy 


wind and snow-loading 


Nothing to rot, warp or crack—practically no 


maintenance 
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Available in corrosion-resistant zinc- or aluminum- 


coated steels, or mill-prepared for painting 
Noncombustible and lightning-safe 
Easily and rapidly modified or enlarged 


Interiors simple to insulate or completely finish 


Before you make a decision on your building needs be sure 


to get the full story on Armco Steel Buildings. 


For complete information, call Western Union and ask 


for Operator 25 or mail the coupon. 
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Donald Klauber, Station Sales Manager of Associated Artists Productions, Inc., tells: 


‘(Why Popeye had to race to Texas!”’ 


“Kids were clamoring, advertising sponsors waiting! A 
big TV station’s popularity — and profits — were at stake ! 

“As usually happens, when KDUB-TV in Lubbock, Texas, 
finally signed up Popeye—one of America’s hottest daytime 
programs —they needed those films in a real hurry ! 

“So we raced Popeye there — via Air Express ! 

“But launching a TV cartoon series is only a small part 
of our story. We use Air Express for 50,000 theater dates 
for our full-length feature films — with only 600 prints! 


“We could not run this business as economically without 
Air Express ! 

“A 15-lb. shipment, New York to Lubbock, Texas, costs 
only $9.47 with Air Express — $1.36 less than any other 
complete air service. 

“What's more, Air Express uses radio-controlled trucks 
to rush many of our shipments to and from airports — and, 
whenever necessary, a private wire system to trace shipments 
instantly. It really pays to use Air Express regularly!” 


—_— & Air Express —__—— 


30 YEARS OF GETTING THERE FIRST via U.S. Scheduled Airlines 
CALL AIR EXPRESS.... division of RAILWAY EXPRESS AGENCY 
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PHILLIPS—BLACK STAR 


Trends 


of Nation’s Business 





WASHINGTON 
MOOD 


BY EDWARD T. FOLLIARD 


Change in public attitude 
helps President guard health 


A GENERATION AGO, when cardiacs were looked 
upon as invalids, such a thing would certainly have 
caused alarm; but it is a fact now, two years after 
his heart attack, that President Eisenhower plays 
more golf than he ever did, without alarming his 
friends and seemingly with benefit to himself. 
Indeed, the President’s associates say that he is 
actually feeling better than before he suffered his 
coronary thrombosis at Denver in September, 
1955. They are not saying, of course, that his 
health is better, only that he feels better. They 
attribute this to his ileitis operation of June, 1956, 
which, they explain, freed him of the stomach up- 
sets that used to hit him periodically and caused 
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him great distress. Anyway, the 67-year-old Chief 
Executive has been getting out on the fairways 
three and four times a week either at the Burning 
Tree Club near Washington or at Gettysburg, and 
even oftener when on vacations. His medical ad- 
visers, Maj. Gen. Howard McC. Snyder, the White 
House physician, who is 76, and Dr. Paul Dudley 
White, Boston heart specialist, 70, not only do not 
object to the President’s golf-playing, they en- 
courage it. 

Some doctors, including cardiologists, fear the 
President may be overdoing it and perhaps setting 
a dangerous example for others who have had heart 
attacks. They don’t care to quarrel publicly with 
Dr. Snyder and Dr. White; they emphasize, how- 
ever, that they wouldn’t think of advising their 
own cardiacs to exercise on such a scale. 

Doubtless, much depends on what kind of life a 
man has led. In this connection, you are reminded 
at the White House that the President has always 
been the athletic type, playing baseball and foot- 
ball at West Point, and taking up golf late in life 
—not to mention hunting and fishing. 


The President’s friends say that he has a real 
need to get out and exercise, and that he becomes 
frustrated and restless if he can’t. 

He has what amounts to a passion, an almost 
obsessive love, for golf. One day at the Cherry 
Hills Club in Denver—this was before his heart 
attack—I was watching him practice by hitting 
iron shots toward a caddie. A White House aide, 
who also was looking on, laughed and remarked: 

“If he couldn’t play golf, I’m afraid we’d have 
a nut on our hands.” 

The soldier-statesman has had need of good 
health and vigor, for things have not gone too well 
for him in this first year of his second term. The 
cost of living has continued to rise at a worrisome 
pace. He has experienced legislative setbacks or 
outright defeats. He has been criticized sharply by 
his own Republicans and by Democrats in Con- 
gress, one of the latter (Rep. Cleveland M. Bailey 
of West Virginia) going so far as to call him a 
“lousy liar.” 

Occasionally, too, his critics go after him for his 
golf-playing. This is certain: He is not the least 
bit disturbed by these jibes. He feels that the 1956 
election took care of them. Before the campaign, 
he said publicly that, if elected to a second term, 
he would have to do less work and so guard against 
fatigue. Adlai Stevenson, his Democratic rival, 
went after him on this and called him a “part-time 
President.” The American voters buried the charge 
in the second-largest electoral landslide in history 
in returning him to the White House. 

President Eisenhower has a sort of philosophy 
about recreation and relaxation. Perhaps all occu- 
pants of the White House have had one, but he 
seems to have been the first to talk about it pub- 
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licly. Put briefly, it is this: He is convinced that 
he can do a better job as President if he is able to 
respond to his urge for golf, fishing and hunting. 

“T insist on going for a bit of recreation every 
once in a while,” he said at a press conference, just 
before flying down to George M. Humphrey’s 
plantation in Georgia. “I do that because I think 
it is necessary to keep up the state of fitness essen- 
tial to this job.” 

Probably most Americans (including Adlai 
Stevenson) would say that this makes sense. Un- 
fortunately, however, not all Presidents have 
thought so in the past. One was Woodrow Wilson, 
who suffered a breakdown in his second term. 

In one of the great crises of American history, 
President Wilson was badly in need of relaxation. 
A golfer, he wanted to get out on the links and 
play, but held back because of a fear that the 
American people might think it unseemly. 

The story is told in the diary of Col. Edward 
House, confidant and adviser of Mr. Wilson. In a 
1917 entry dealing with the days just before Im- 
perial Germany drove the United States into 
World War I by sinking American ships, Colonel 
House tells of calling on Mr. Wilson at the White 
House. 

“The President was sad and depressed,” Colonel 
House wrote. “I did not succeed at any time dur- 
ing the day in lifting him into a better frame of 
mind... 

“Wilson was insistent that he would not allow it 
(Germany’s defiance) to lead to war if it could be 
possibly avoided. We sat listlessly. The President 
nervously arranged his books and walked up and 
down the floor. ... 

“Mrs. Wilson spoke of golf and asked whether I 
thought it would look bad if the President and I 
went on the links. I thought the American people 
would feel that he should not do anything so triv- 
_ ial at such a time. The President at last suggested 
that we play a game of pool... .” 


That was 41 years ago. A lot of farmland has 
been transformed into golf courses since then, and 
a decided change has come in America’s attitude 
toward the game. No longer is golf regarded as 
something reserved for the country-club rich. It 
has become a game for the little folks as well, and 
it is they who produce the champions. 

Moreover, a revolutionary change has taken 
place in the country’s thinking about the whole 
question of recreation in the past four decades. 
Thanks to the five-day week, longer vacations and 
more spending money, virtually all Americans are 
playing more and relaxing more than they did in 
Woodrow Wilson’s time. If they resent President 
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Eisenhower’s vacations and his golf playing, they 
certainly didn’t show it last November. 

The President has, of course, made one conces- 
sion in his playing in order to guard against 
fatigue. He uses an electric golf cart, operated by 
Dick Flohr, a member of the White House Secret 
Service detail. Newspaper reporters have noted, 
however, that he sometimes passes up the cart and 
goes around much of the course on foot. 

Not only is the President playing more golf 
these days, he is playing better. His drives are 
usually good for 200 yards or more, his iron shots 
are crisp, and his score usually is in the low 80's. 

Like nearly all golfers, however, he is forever 
trying to improve his game. The pros who have 
played with him—Ed Dudley, Ben Hogan, Cary 
Middlecoff, Byron Nelson and Jimmy Demaret— 
all have found him to be a keen student, eager to 
rid himself of the duffer’s faults and so lower his 
score, 


In the two years since his heart attack, there 
have been changes: in the President’s life, but it 
could not be said that they are of great conse- 
quence. He has delegated some of his chores to 
others, as he said he would in announcing his 
candidacy for a second term. The ceremonial part 
of his job—greeting delegations, seeing prize-win- 
ners, and so on—has been cut drastically. 

He is on a nonfat diet, but doesn’t seem to mind 
it. He eats steak at breakfast, for two reasons— 
his doctors want him to and he likes it. The diet 
must not be a very rigid one, however, for at a 
recent game between the Washington Senators 
and the Chicago White Sox he was seen eating 
peanuts and drinking pop. 

The Chief Executive gets up now between 6:30 
and 7 a.m., which is an hour later than he used to. 
On orders of his doctors, he takes it easy for about 
two hours in the middle of the day. Sometimes 
before lunch he will swim in the White House 
pool, using an old-fashioned breast stroke. After 
lunch, he goes to his bedroom to take a nap or to 
read a paperback western or something else that 
will get his mind off government affairs. 

He rarely goes out at night. His evenings usually 
are spent playing bridge with friends such as Gen. 
Alfred M. Gruenther and George C. Allen, watch- 
ing television or viewing movies (westerns or musi- 
cals) that Hollywood producers have sent to the 
White House. He retires around 10 p.m. 

One of the President’s medical advisers likes to 
see him take a highball in the evening. He feels 
that it will relax him and dilate the arteries. Dr. 
White, although he takes a drink himself, does not 
think much of whisky as a heart aid. 

It really doesn’t make much difference in Presi- 
dent Eisenhower’s case, for, like his immediate 
predecessor, Harry S. Truman, he is one of those 
men who can take it or leave it alone. 
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What does your insurance do 
to stop accidents? 





Travelers Workmen’s Compensation and Public Lia- 
bility insurance goes to work for you before accidents 
happen. 

Experienced Travelers safety engineers are avail- 
able to work with you for the elimination of danger- 
ous machinery and procedures and the establish- 
mentofanaccident control program for yourcompany. 


If you do have a claim, one of the 251 Travelers 
claim locations is close at hand to give you immediate, 
efficient service. Physicians and surgeons whose spe- 


YOU WILL BE WELL SERVED BY 





THE TRAVELERS 


INSURANCE COMPANIES, HARTFORD 15, CONNECTICUT 


cialty is industrial medicine are available for consul- 
tation on the treatment of injured workers. 


And The Travelers employee rehabilitation pro- 
gram assures you that everything humanly possible 
will be done to restore the worker to good health. 


A Travelers Workmen’s Compensation and Public 
Liability expert will design an insurance program for 
your company at rates that can reflect any reduction 
in accidents you effect. Call your Travelers agent or 
broker for full details. 





All forms of business and personal insurance including 
Life « Accident « Group « Fire « Marine « Automobile + Casualty « Bonds 
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the economy of 


quantity 


buying... 
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Exclusive 48-State lubrication service 
backs up Texaco’s One Sales Agreement 


Talk it over. Figure however you like. You still come up 
_ with four convincing reasons for buying all your industrial 
lubricants under a single Texaco Sales Agreement: 

1. the economy of quantity buying 

2. simplified inventory 

3. brand standardization (simplifies control, assures 

uniform perfomance) 

4. exclusive 48-state service 

Texaco’s exclusive nationwide lubrication engineering 





TEXACO 


INDUSTRIAL LUBRICANTS 


service is available to you through more than 2,000 Dis- 
tributing Plants in all 48 States. Thus you can get prompt 
deliveries and professional engineering assistance at all 
your plants—no matter how many you operate or where 
they’re located. 

Just call the Texaco Distributing Plant nearest you or 
write: 

The Texas Company, National Sales Division, 135 
East 42nd Street, New York 17, N. Y. 
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Here are factors to consider in 


keeping a business profitable 


when union has a voice in pay 


An interview with Dr. George W. Taylor 
Pioneer arbitrator and wage consultant 


Dr. Taylor, what is wrong with the way wage bar- 
gaining is conducted today? 

A number of things. One aspect which has been 
causing difficulty is the general across-the-board in- 
crease for all employes. Further, so-called pattern bar- 
gaining doesn’t take into proper account the varying 
circumstances in different industries—sometimes in 
different companies. 

I think we have overdone across-the-board increases 
and pattern wage determination, and in the process 
have tended to oversimplify wage setting. It is a 
much more subtle process, involving more difficult 
questions than these methods imply. 


What questions are involved? 

I would think, for example, the relationship be- 
tween occupational groups in an establishment. To 
determine that the relationships are equitable is a 
responsibility of those determining wages. Morale 
suffers if the relationships are not adequately set. 


What about market conditions? 


Market conditions really are taken into account in 
two ways. First we have industries that just don’t 
follow the pattern of wage increases. 

The needle trades haven’t participated in the pat- 
tern, nor has the textile industry and many of the 
soft goods trades. 

A second element of flexibility gets introduced, too. 
A wage agreement has to be applied to day-to-day 
operations. When a company faces difficulties, the 
wage agreement will frequently be relatively loosely 
administered. 

When business is good it will be more strictly ad- 
ministered. Even so, I think that wage determination 
needs to be thought of to a lesser degree than before 
in pattern terms. 


Can wage increases be too high? 


Yes, indeed. Every union that knows its stuff feels 
the responsibility for seeing to it that wages don’t 
create unemployment or lack of job opportunities for 
its members. If wage increases result in that, then 
they are too high from the union standpoint. In- 
creases can be too high also if, in being passed along 
to the consumer, they reduce consumer demand. This 
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HOW TO BARGAIN ON WAGES continued 


has the same result—decreasing production and work 
opportunities. 
Who is responsible for keeping wages in line? 

Under collective bargaining it is the responsibility 
of management and union representatives jointly. 
Collective bargaining is really not too well understood 
by many of those who extol it and criticize it. When 
collective bargaining is introduced there are business 
decisions which management and union representa- 
tives share. 

For that reason, when wages are set that result in 
economic maladjustments, both management and labor 
share responsibility. 

One of the biggest problems for collective bargain- 
ing in the future is the perfection of this joint deci- 
sion-making process. 


What decisions should be shared? 


That is one of the most critical aspects of collective 
bargaining. In earlier years, collective bargaining 
involved relatively few subjects. Management used 
to bargain wages and hours and one or two working 
conditions. Over the years, more and more subjects 
have been brought in. We now determine pensions 
by the collective bargaining process, for example. It 
has become essential now for the decision makers to 
be something of actuarial experts as well as sociolo- 
gists and, I suppose, adept in geriatrics. 

Or take supplemental unemployment pay, which 
introduced a brand new concept into industrial re- 
lations. We pay people now for time not worked, not 
just in terms of supplemental unemployment pay but 
other areas as well, such as sick leave and time out 
for jury duty. 

Not so long ago I heard of a labor agreement that 
provides two days off a year for every female em- 
ploye—days of her own choosing—so she can get a 
permanent wave. As a result of such factors as these, 
decision-making has become quite complex in indus- 
trial relations. 

As unions get more and more into decision-making 
should they assume more responsibility? 

They inevitably have to assume more responsibility. 
When they join with management in offering a de- 
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cision to the individual workers for acceptance or 
rejection, the union officials have to stand shoulder to 
shoulder with management in supporting that decision. 


Is there a point beyond which union leaders will 
not go because of the responsibility involved? 


Yes. From time to time people have talked about 
union officials being represented on boards of directors. 
I don’t know of any case in which a union official has 
wanted to assume responsibility for making decisions 
about areas of business operations that are not directly 
related to conditions of employment. Even as respects 
matters affecting working conditions there are areas 
where most union leaders recognize that decisions 
have to be made solely by management. These in- 
clude pricing of product, introduction of labor- 
saving machines, and so on. 


Actually they do get into those questions, don’t 
you think? 

In most cases it is up to management to determine 
whether or not labor-saving devices are introduced. It 
then becomes the responsibility of the union to partici- 
pate in the decision as tc the wages and conditions of 
employment under which this machinery shall be 
operated. 


Haven’t unions become involved in decisions over 
rate of production? 


Yes, especially under piecework and _ incentive 
operations. In that case the argument as to what 
constitutes a fair day’s work has taken its place along 
with what constitutes a fair day’s pay as one of the 
most important decisions to be made in industrial re- 
lations. But it is usually in terms of this relationship 
between production and pay that the problem emerges. 


Doesn’t John L. Lewis try to limit coal production? 


Mr. Lewis’ program, as I see it, is an interesting 
illustration of what I have been talking about. Mr. 
Lewis. and his United Mine Workers have gained 
substantial wage increases over the years, but have 
always been ready to give management latitude for 
introducing labor-saving devices. The union sought 
an objective which most scientific management 
engineers have always urged—high wages and low 
labor cost. 


Haven’t some unions tried to restrict management’s 
right to set prices? 


I suppose you refer to the situation some years ago 
where a labor leader indicated that he would withdraw 
a demand for a wage increase if it could be shown 
that the wage increase would necessitate a price in- 
crease. The company insisted that price determina- 
tion was a matter not within the scope of collective 
bargaining. Indeed it was on that issue—the perti- 
nence of company pricing to the collective bargain- 
ing process—that the dispute was grounded. 

The union filed an unfair labor practice charge 
seeking to have the company show the books, but the 
charge was eventually withdrawn. 


You don’t feel, then, that the unions will move 
further in the direction of trying to share manage- 
ment decisions on such things as pricing and pro- 
duction? 


No, I don’t. 
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Dr. George W. Taylor was the chief 
administrator of government wage controls dur- 
ing the only periods in our history that we had 
wage-price controls—World War II and the 
Korean emergency. 

He was chairman of the National War Labor 
Board and conceived the Little Steel Formula 
which became a standard yardstick for wartime 
wage stabilization. After Korea, Washington 
called him back to set up and head the Wage 
Stabilization Board. He served as secretary of the 
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National Labor-Management Conference called 
by President Truman in 1945 and was chairman 
of the Office of War Mobilization and Reconver- 
sion Advisory Board. 

Dr. Taylor has been professor of .industry in 
the Wharton School of Finance and Commerce 
of the University of Pennsylvania for many years. 
He pioneered in labor arbitration and serves both 
management and labor as a consultant on wage 
problems. His book on new concepts in wage 
determinations was published this year. 


ER SS SS 


What are major employer faults in bargaining? 


I don’t know that I would call it a fault, but I be- 
lieve that many managements do not understand col- 
lective bargaining as a joint decision-making process. 
I never saw a place for a union or a union representa- 
tive on a business organizational chart. The fact is, 
the flow of authority within a business enterprise 
changes when the union comes into the picture and 
has a responsibility for decision-making. 

It seems to me that the most important decision a 
management makes is with respect to how this joint 
decision-making process shall operate. 


Should management take the initiative in collec- 
tive bargaining? 


Yes. It seems to me that the company should take 
the initiative in. proposing solutions to particular 
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problems, using that as the basis of discussion for 
decision-making. I don’t conceive it as constructive 
collective bargaining when you throw a problem on 
the table and start from scratch toward solving it. 


In wage bargaining, too? 


The same thing applies in wage bargaining. Until 
recently, management’s point of view toward wage 
determination had been largely negative. 

I remember asking many companies, ‘““What is your 
policy covering the circumstances under which wages 
should go up?” 

They usually said, ‘Well, we pay as good or better 
than is paid for comparable work in the same labor 
market area.” 

That went for management wage policy for many 
years. To begin with, (continued on page 106) 
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PROBLEMS 


prefers steak 


buys 2 suits a year 


tips shoe shine boy a dime, 
hatcheck girl a quarter 


is a dreamer, would like 
to travel more for pleasure 


owns two cars 


doesn’t live in his birthplace ——_ 


would rather play bridge ——— 


than any other card game 


would like to buy summer —— 


home in country or boat 


likes to play golf ——~ 


New survey shows what worries company 
heads and what they are doing about it 


MANAGEMENT’S THREE most pressing problems 
today are: 


» The lack of time 


> Difficulty in finding and training competent exec- 
utives 
> Dealing with people 

The men responsible for managing America’s pri- 
vate businesses constantly are working to ease these 
major headaches. The problems and their approaches 
to them are revealed in an 80 question survey of 
335 company presidents just completed by the 
American Management Association. 

All the men surveyed are enrolled in AMA training 
programs. 

The survey was made, AMA says, to bring into 
“proper perspective” the public view of company 
presidents. The association believes presidents are 
some of the most misunderstood men in our society, 
and that the popular image of them has been dis- 
torted by some motion pictures, novels and plays on 
TV and Broadway. 

In addition ,to throwing light on executive prob- 
lems, the survey provides some rare insights into 
the nature of the top executive himself—how he got 
there, the code he lives by, what he thinks about the 
future, how much time he devotes to community and 
church affairs, and the kind of academic preparation 
he would recommend to a young man aspiring to an 
executive position in business or industry. 

In a lighter vein, the survey reveals something 
about the personal life of the executive—how much 


32 


time he spends with his family, what he likes to 
eat, who buys his clothes, what one thing he would 
like to do most, how much he tips the hatcheck girl, 
his barber and the Pullman porter. 

For some of these sidelights, and others, see the 
tables on the next three pages. 

While it is as dangerous to generalize about top 
executives as about any group of people, a certain 
image, or portrait, of the typical president emerges 
from the survey findings. 

It indicates that the majority of company heads 
are frank, hard-working, serious-minded (but hardly 
humorless) men who like their jobs and would choose 
the same one if they had it to do over again. It sug- 
gests, too, that they are basically optimistic about 
the outlook for the nation’s economy. And it shows 
that they are driven by a creative restlessness which 
makes them, in the aggregate, an inquisitive, acquisi- 
tive and life-loving breed which revels in travel, new 
interests and the fullest development of their own and 
others’ talents. 

The survey covered firms of all sizes in a wide 
variety of industries. Participating executives range 
in age from 30 to 77, in executive job experience 
from one to more than 50 years, in earnings from 
$13,500 to more than $400,000. Their businesses’ 
yearly sales volumes range from less than $500,000 
to more than $6 billion. A few Canadian executives 
were included. 

The discussion of management problems was 
prompted by the question, “What is your most press- 
ing problem in day-to-day business relationships?” 
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The Composite 
President 














lacks time 


is 51 years old 


works 5 to 10 hours 
a week at home 


makes $68,000 a year 


travels from 2 to 8 


owns his own home 


Answers to this question came from 202 of the 
335 respondents. Time—the lack of it, the manage- 
ment of it—was named by 68 presidents. Problems 
involving the recruiting, training and motivation of 
younger executives were cited by 41. Problems which 
can be grouped generally under the heading of 
human relations, or dealing with people, were men- 
tioned by 33. 

Other frequently mentioned obstacles to effective 
executive performance include communications, de- 
cision-making, frictions arising from interpersonal 
relationships between older and younger men (and, 
in some instances, relatives in the same firm) and 
a variety of miscellaneous complaints. 

The latter range from highly personalized prob- 
lems such as deafness, inability to control temper, 
verbosity and impatience to “labor union deceitful- 
ness,” apathy and slowness among subordinates, and 
delegation of responsibility. 

Others mentioned include: 


> “My secretary says not to show favoritism to cer- 
tain individuals.” 


> “Being careful not to bite off more than I can 
chew.” 


> “Maintaining proper balance between business, 
community activities and family.” 


> “Getting a haircut and handling personal groom- 
ing details.” 


> “Acceptance of mediocrity by others.” 
> “Trying to outguess the future.” 
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weeks a year on business 


A few lucky presidents commented that they had 
no pressing problems, or at least could think of none. 


Time 

This is the number one problem facing chief exec- 
utives in business and industry. (See “Make the 
Time You Need,” Nation’s Businsss, October, 1956. ) 

Most of the presidents who gave it that ranking in 
the AMA survey said simply that they lacked enough 
time to do the things that needed to be done. In 
some cases, however, answers were more explicit. 

One man, for example, answered this way: ‘“Find- 
ing time for the major tasks—when forced to devote 
so much time to minor but essential tasks which, 
being nonrepetitive and unclassifiable, are difficult 
to delegate.” 

Another said he lacked time for hearing subordi- 
nates, visiting plants, and attending meetings. Still 
another mentioned the insufficiency of time for han- 
dling correspondence and for necessary contacts. 


is married family-conscious ther 1 tions in the survey also point up the 
) 
t 


ime squeeze. Most executives (251) indicate that 
they spend at least some time each month in com- 
munity activities which have no direct bearing on 
their jobs. Almost as many (183) say that church 
work consumes part of each month—either through 
attendance at worship, fund-raising, in service on 
boards of trustees or in other ways, including in- 
structing at Sunday School. 

A number indicate that, although they want to 
help in community, cultural, religious and other ac- 
tivities—and do—they must draw the line somewhere 
or their work and family life begin to suffer. 

The problem of the executive’s family life is in 
itself essential to an analysis of the time pressures 
on him. The presidents surveyed by the AMA aver- 
age from none to 40 hours a week in overtime work 
on their jobs. Eighty-two work from five to 10 hours 
beyond their company’s normal work week. Seventy- 
three work from 10 to 15 hours overtime. Twenty- 
eight work 20 to 25 hours overtime. 

In addition, most of them devote at least three 
luncheons a week to business matters and 148 spend 
from five to 20 hours a week on business matters 
while at home. This means they are pinched for time 
tc spend with their families—so pinched in fact that 
many (139) find it impossible to go on vacation 
without devoting at least some of the time to busi- 
ness—calling on customers and company representa- 
tives in the areas they visit, answering business mail, 
attending conventions, maintaining telephone con- 
tact with their offices or worrying about business 
problems. (One hundred and ninety five presidents 
take from two to four weeks of vacation each year— 
eight take none; only six take more than two months. ) 

To insure that they do not cut their families out 
of their lives because of these pressures, a surprisingly 
large number (130) say that they follow deliberate 
techniques of making time for family life. The exam- 
ples range from doing briefcase work on the com- 
muter train to organizing special activities in which 
all the family can participate. (One executive says 
he sails with his family as crew. ) 

Other ways of spending time with the family: 


> “Leave early for home.” (continued on next page) 
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)P MANAGERS’ § 
» “Never schedule anything on Sunday that does 
not include all of the family.” 

» “Have small country cottage 20 miles from city 
without a telephone.” 
> “Tie in family trips with some business trips.” 

Golfing seems to be the most popular recreation 
in which presidents participate—although fishing, 
swimming, boating and hunting are mentioned fre- 
quently. Some of the more off-beat recreational ac- 
tivities cited include badminton, figure skating, 
mountain climbing, skeet and trap shooting, flying, 
ping pong and “chopping wood on my farm.” 

The survey did not specifically ask what tech- 
niques, if any, the top managers have instituted to 
get more effective use out of their time while on the 
job. That there is a need for such techniques is clear 
from the complaints expressed. 


Finding and training 
competent executives 


The comments of presidents who say this is their 
biggest problem range from the bald assertion that 
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managerial talent—of any reasonable aquality—is 
hard to find, to more detailed answers which suggest 
that the development and motivation of such person- 
nel, once they are found, is the real nub of the matter, 

Here are a few replies which bear out this point— 
again, in answer to the question “What is your most 
pressing personal problem in your day-to-day busi- 
ness relationships?” 
> “Development and training of executives.” 
> “Good man to make sound, responsible decisions.” 
> “Developing an effective management team.” 
> “Fully to develop the human resources of our 
management group so that the company may avail 
itself of a striking challenge which requires product 
and development at almost superhuman rate.” 
> “Development and/or acquisition of competent 
young executive personnel.” 
> “Spending enough time with each man responsible 
to me in reviewing and criticizing his work.” 

The company presidents indicate an awareness of 
the problem of developing able successors. This is 
particularly true of the older men whose retirement 
is a prospect in the foreseeable future. 


A surprising number of 
presidents are under 50. 
Here’s the age breakdown: 
30-39—41 

40-49—100 

50-59—120 

60-69—70 

70-77—4 

Median age — 51 


aoluley wale). 


240 collge erases li 
58 some college Pe | 


24 completed high school B 
7 some high school | 


6 grammar school | 


(67 did graduate work in college) 





THE ROUTE UP 


59 came up through marketing 
56 through production 
39 through finance 


112 say they made it via 
a combination of the 
three foregoing routes 


47 specify other paths, 
including research, law, 


engineering and general many cases 

management 
a SS Ce eee 
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Earnings range from $13,500 to 
more than $400,000 a year. 
Personal income averages $68,000 
for group. Two thirds of that is 
salary. 

Profit-sharing, stock option, other 
forms of income add to salary in 











It is interesting, in this same context, that the 
younger presidents complain of pressure from the old 
hands who keep them from acting as quickly or as 
often as they would like while the older men say 
that they are having difficulty developing a successor 
and getting the younger men to accept responsibility. 

Most presidents seem to work out these frictions, 
however, since the turnover in the executive group is 
described by 63 per cent of the respondents to the sur- 
vey as nonexistent, very slight or practically none. 


Human Relations 


The number of company heads who had human re- 
lations problems in mind may actually be greater 
than the 33 who mentioned it either in those words or 
in a way which left no doubt that that is what they 
meant. 

Support for this conclusion may be drawn from 
the fact that so many of the hard-to-classify answers 
at least hinted at difficulties in dealing with people. 

A separate question got into the specifics of human 
relations problems, (continued on page 100) 


MOST VALUED STUDY 


Looking back on college days, the 
presidents say they got most from: 
Economics —43 
English —39 
Math —24 
Engineering—23 
Psychology —20 
Accounting —17 





RETIREMENT PLANNED ? 
” 4 





YES-40% No0-60% 


HOW THEY SEE THE FUTURE 


eee THE SURVEY asked, 
“What economic or social 
factors do you think will 
affect the continued expansion 
of your business in the next 
few years?” 

eee The replies, generally 
optimistic, gave first place 
to population growth, 
followed by general economic 
expansion. 

¢+** Factors given less weight 
included: 

e** Keener competition; world 
conditions (or war) ; 
government spending; 
inflation or rising costs; 
manpower shortages ; 
pressures from unions; 
research and technology; 
credit or capital availability ; 
taxes; 
government regulation 
and policy ; automation; 
mergers; housing starts; 
high personal income, 
and the trend toward 
increasing government 
control of business. 

eee One man’s comment: 

“Wish I knew” 
Other comments: 
“Competing with taxes 
for capital expansion 
for our growth.” 
“Maintenance of consumer 
purchasing power; 
continuation of trend 
toward increased consumption 
of convenience foods.” 


a 
| 
| 
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ONE constanily growing threat could slow down 


economy, but businessmenare learning to meet it 


PROFITS ARE the cornerstone of progress. Without 
them the new machinery which enables workers to in- 
crease their output, and equips the new workers join- 
ing the labor force each year, would not be available. 

Low profits mean slow progress for the economy 
and for workers. High profits mean rapid improve- 
ment in the real standard of living. 

Since profits are so important to our progress, it is 
worth while to take a sharp look at: 


> What happened to the economy when profits 
dropped 


> Where profits stand now 


> What the pressure of rising wages and possible in- 
flation are likely to do to them. 


High profits do not guarantee rapid progress unless 
they are wisely spent. If high profits are put in the 
vault, or spent frivolously or foolishly, they do not 
contribute as they should to prosperity. 

Today’s profits are obviously not going into vaults. 

Business investment in plant and equipment made 
possible by profits exceeded $35 billion in 1956. This 
was about $601 per nonfarm worker, and was 69 per 
cent greater than the per capita investment, in con- 
stant dollars, made in the boom year 1929. The in- 
vestment per nonfarm employe then came to about 
$355 in 1956 dollars. 

The increase in the volume of investment which 
developed in the past 30 years, particularly in the 
past 10 years, following the return of profits to normal 
levels, made possible the increased real per capita 
consumption enjoyed in 1956. 

The years immediately after 1929 show what hap- 
pens when profits are lacking. Profits represented 
about eight per cent of net worth of manufacturing 
corporations in the years 1925 to 1929. They were re- 
ported as totaling $9.6 billion in 1929, compared to 
$35 billion for labor income.- The corporate income 
tax came to about 15 per cent of the $9.6 billion, leav- 
ing about $8.25 billion. Of this about $5.8 billion was 


36 


paid in dividends, and $2.4 billion was kept for re- 
serves, and internal investment. 

Total wages and salary payments dropped about 
40 per cent from 1929 to 1932, but profits as a whole 
disappeared. Losses exceeded profits by $3 billion in 
1932. Total losses came within $200 million of equal- 
ing total profits in 1933. Nevertheless in 1933 the 
government believed that higher income taxes—that 
is, higher taxes on profits—would stimulate a recovery. 

This view, though honestly held, was based on a 
naive reading of Lord Keynes’ economics. As officials 
interpreted him, Lord Keynes was understood to have 
said that low income families spent more of their in- 
comes than high income families and that all families 
spent more of their income faster than corporations. 
It seemed to follow that a tax which redistributed 
incomes so as to increase the proportion in the hands 
of low income families would increase spending and 
help pull us out of the depression. 

So corporate tax rates were raised. Profits before 
taxes netted only $200 million in 1933, but the income 
tax, on the companies which made profits, came to 
$300 million. In 1934 profits netted $1.7 billion, and 
the tax came to $700 million. Profits netted $3.1 bil- 
lion in 1935, but the income tax took $1 billion of this 
—more than 70 per cent as much as it took from the 
$9.6 billion of profits in 1929. This left little money 
for investment. 

The obvious result was greatly to increase the fed- 
eral government’s dependence on income taxes. 

A less immediately obvious result was the long 
delay in recovering from the depression. 

Making business less profitable discouraged invest- 
ment. Even in the relatively good year of 1941, when 
private wage and salary payments were 14 per cent 
above 1929 levels, private investment in nonfarm plant 
and equipment was 14 per cent below 1929 levels. 
Neither productivity nor real wages cduld rise rapidly 
with such a restricted outlay. 

Fortunately, profits after taxes have now returned 
to their historic ratio to capital. Careful studies indi- 
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cate that today they are about where they were 50 or 
even 75 years ago, before corporate profit taxes were 
generally used. 

What happened was that industry began to learn 
how to live with the income tax during the late ’30’s, 
and during the war. 

By 1947 increasing numbers of firms were including 
income taxes as costs just as definitely as they in- 
cluded wages or interest or distribution charges. 

By 1948, corporate profits of manufacturing corpora- 
tions, after taxes, and after depreciation, amortization, 
inventory and intercorporate dividend adjustments, 
yielded a higher rate of return on net worth than they 
had in 1925 to 1929. For the years 1948-56, including 
the relatively poor profit years 1952 and 1954, after- 
tax profits returned just about the yield they had 
brought from 1925 to 1929. 

This makes investment inviting although profits 
after taxes per dollar of sales are only a little more 
than half as high as they were 30 years ago. The fact 
is that investors do not put money into a business in 
the belief that profits per unit of sale will be high. 
They invest in the hope that profits per unit of in- 
vestment will be high. 

Profits per unit of sale are dropping because capital 
is becoming more efficient. If one unit of today’s 
capital can turn out twice as much as a unit of yester- 
day’s capital, using the same number of man hours of 
supervision and maintenance, the profit per unit of 
output can, and usually does, drop, though the profit 
per dollar of investment remains relatively constant. 

So one key to our resumed prosperity is the fact that 
business has learned how to price goods so as to earn 
a fair return on capital after the profits tax. 

In spite of this, imposts of this type fall most 
heavily on the efficient producer. If his costs are 20 
per cent less than those of the marginal producer, 
his profits before taxes might be three times as high. 
Such profits could attract extra capital to the efficient 
producer, but the tax reduces this advantage as well as 
his internal sources of investment funds. 

This is dangerous to the economy although less 
dangerous than it was before business learned how to 
live with the income tax. 

A second new danger to the economy is the relative- 
ly recent insistence of labor that wages rise whether 
productivity rises or not. The result of this recent 
tendency is shown statistically in a report just released 
by the Joint Economic Committee entitled “‘Produc- 
tivity, Prices and Income.” As the private wage bill is 
nearly 10 times corporate profits after taxes, a five 
per cent increase in wages not offset by increased pro- 
ductivity, or reduced costs elsewhere, could reduce 
profits about 25 per cent after taxes. This could make 
the yield unattractive, and so reduce the flow of in- 
vestment funds, as did the income tax 20 years ago. 

This could again check progress. Capital for new 
workers would drop, productivity might drop. No 
matter what happened to dollar wages, real wages 
could not rise. They might fall. 

This insistence that wages rise irrespective of pro- 
ductivity is a constantly growing threat. 

Although the evidence is not as clear as it is in the 
matter of the income tax, the available facts suggest 
that recently industry has been learning how to meet 
this insistence that (continued on page 95) 
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KA NATION’S BUSINESS SPECIAL SERVICE 


ADVERSE EFFECTS 


OF EXPANDING 
GOVERNMENT 





Rapidly growing federal power and its limiting effect on individual rights 
and free enterprise are shown in a new report prepared for Congress. 

The nine-part study, made by the Legislative Reference Service of the Li- 
brary of Congress, is condensed in this issue as a special service to the readers 
of Nation’s Business. 

The study was prepared at the request of Rep. Ralph W. Gwinn, Republican 
of New York, and 16 other Republican and Democratic legislators who believe 
that the American people do not realize to what extent they have already voted 
away their rights to a mushrooming federal bureaucracy. 

Specifically, the congressmen asked for available data on the adverse effects 
of federal encroachment on the free enterprise system. 

The findings show in detail the disadvantages of letting Washington do the 
work which could be done by our individual states, communities and citizens. 

Representative Gwinn feels the drift toward socialism has progressed to a 
point where it is beyond control by Congress. He says Congress won’t and can’t 
stop it because it would have to attack the problem piecemeal. What it will 
take, he believes, is an amendment to the Constitution limiting the income 
taxing power of Congress and thus reducing the federal government’s capacity 
to dominate the activities which are the responsibility and right of states and 
communities. He has introduced and will seek passage of such an amendment 
in the House of Representatives next session. Sen. Everett M. Dirksen of IIli- 
nois has introduced an identical amendment in the Senate. 

The condensation of the special report follows. 
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> Present tax rates put brakes 
on incentive 


productivity 


socialism in next century 


eral tax burden was only about $30. 


20 per cent of our national income. 


period 1952-55 taxes exceeded 27 per cent of 


data on the individual and corporate income 


have risen since their initial imposition. 


The table below illustrates how the federal 


no dependents: 


1. Adverse effects 
of high taxes 


> Without savings we cannot maintain 


> Present tax trend means 100% 


For 1956 the per capita tax burden of all levels 
of government has been estimated at more than $600. 
About three fourths of this burden was represented by 
federal taxes. Twenty years ago the per capita fed- 


Not only has the per capita tax burden increased 
sharply but taxes have also risen in relation to national 
income. Though national income rose about fourfold 
from 1929 to 1955, federal taxes rose about 23-fold. 

In the past decade federal tax collections have been 
sustained at levels either approaching or exceeding 


If we use federal plus state and local tax collections 
we get an even more oppressive situation. During the 


national 


income in every year and averaged more than 29 per 
cent of national income for the whole period. 
In the following sections of this report, historical 


tax rates 


and burdens are presented to illustrate how these rates 


Effect of high taxes on incentive to work 


personal 


income tax has increased since 1913. It shows for 
selected years the amount of income left after tax for 
certain levels of net income of a married couple with 





Net income before tax 


income left after federal income tax 





1913 1929 1939 

$ 10,000 $ 9,940 $ 9,948 $ 9,585 
25,000 24,740 24,138 22,511 
50,000 49,240 45,810 41,131 
100,000 97,490 85,130 67,531 
500,000 474,990 389,130 195,856 
1,000,000 939,990 769,130 320,956 


1956 

$ 8,112 
18,276 
30,408 
47,224 
96,452 
141,452 
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This table does not take into account the further 
reductions of income resulting from other taxes, such 


as the state income tax, federal excise taxes, and local 
property and sales taxes. 

After World War II—a period of high tax rates— 
a special tax committee reported to the House Ways 
and Means Committee its concern over the effects of 
high tax rates on production: 


“With the present scale of tax rates we have put 
the brakes on men’s incentives to a dangerous degree 
by piling heavier and heavier burdens on them as 
they try to climb up the ladder . . . this is stultifying 
to the kind of dynamic long-term growth that has 
characterized this country in the past. ... 

“If our economy is to survive and prosper, we must 
see to it that men are encouraged to work and pro- 
duce, to turn out better goods at lower prices. Par- 
ticularly we must see to it that tax rates are not so 
high that a man has little or no incentive to work 
harder and produce more.” 


A study conducted by a well known economist at- 
tempted to determine the effect of high taxes on in- 
centives of executive and managerial personnel to 
work. One of the questions asked in the questionnaire 
sent out to business firms was: “Do you believe that, 
the higher the tax rate, the less the incentive to work 
and save?” Out of 208 answers, 197 were affirmative. 

In response to another question, more than two 
fifths of firms replying said the rate structure for the 
personal income tax, especially the high middle- 
bracket rates, has affected either the supply or quality 
of managerial personnel available. 

Of the companies answering another survey, 75 
per cent felt that high taxes were diminishing the 
incentive of employes at the executive level, 46 per 
cent noticed reluctance on the part of executives to 
take on additional responsibility, and 43 per cent be- 
lieved the efficiency of junior executives impaired. 

From this we see that one of the ways high taxes 
adversely affect a nation’s productivity is by lessening 
the incentive of individuals to work. If taxes are so 
high—as the present taxes are—that they may take 
more than nine tenths of any additional income, the 
taxpayer will feel that it is no longer worth while to 
earn additional money. His productivity and the pro- 
ductivity of the nation suffer thereby. 


Effect of high taxes on individual investments 


Unless adequate savings and investment funds are 
forthcoming from individuals, our high productivity 
cannot be maintained. Businesses must necessarily 
depend on these funds supplied by individuals, be- 
cause their own internal funds are not adequate to 
finance their capital needs (plant, machinery, etc.). 
If the individual’s desire or capacity to save or invest 
is curtailed, business will not be able to obtain neces- 
sary funds for its capital needs to maintain high pro- 
ductivity. However, high taxes impair both the desire 
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EXPANDING GOVERNMENT 





and also the financial capacity of individuals to save couple having a net income of $500,000 in 1956 paid 
and invest. In this connection Secretary of the Treas- to the federal government 80.5 per cent. 


ury Humphrey recently stated: 
y nied y Effect of high taxes on investment by business 


a , , , k Q 
We must create more incentive for more saving, High taxes have also reduced businesses’ retained 


to have wee capital available for expansion. We earnings and other internal funds used for capital in- 
must have it because we in our growing country have ‘ : 
vestment. A particularly acute problem is created 


a million new people every year looking for new jobs. 


Unless someone can invest from $10,000 to $20,000 for small business. We need only review the increase 

each for them, they cannot get a job in which they in. the rates of corporate income taxes to understand 

can earn the kind of wages now being paid in America. how taxes can restrict these internal funds ayailable 
“Without savings and investments you cannot get for capital investment. 

high productivity.” The federal corporation income tax originated in 


an excise tax act enacted in 1909. This was levied at 
the rate of one per cent on net income exceeding 
$5,000. The corporation excise tax was superseded 
by the 1913 income tax law. The federal corporate 
income tax rates have shown a general trend upward 
since the first income tax law. Today, effective tax 
rates range from 30 per cent to 52 per cent. 

The extent to which higher corporate income tax 
rates have affected the percentage of profits left after 
taxes since 1929 is illustrated in the table. It shows 
not only that the percentage of profits left to corpora- 


Effect on desire of individuals to save and invest 


If taxes are too high, individuals who normally 
provide these investment funds will prefer to use them 
for consumption purposes, because the rate of return 
on invested funds will not be worth while. Further- 
more, high tax rates encourage individuals to place 
their funds in sources such as tax-exempt bonds, 
which may compete with private investment. 

The growth in investment in tax-exempt state and 
municipal bonds during the last decade has been phe- 
paon pe ee eee panes in tions after taxes has been reduced but also that the 

The appeal of the bonds to the high-income tax- percentage of profits after taxes has dropped in rela- 


payer is obvious. A single individual having a net tion to national income. 


income between $150,000 and $200,000 would have to 








receive a 30 per cent return on a corporate security Percentage of corpo- Corporate profits after 
to have the same net return as he would receive from rate profits left taxes as a per cent 
a tax-exempt bond yielding only 4.2 per cent. Year after taxes of national income 
Colin Clark, a noted Australian economist, holds 1929 86.5%, 9.5%, 
that inflation results if taxes exceed 25 per cent of the 1939 78.1 6.9 
national income. He says that the first effect is on 
production. 1949 60.3 7.3 
The late Randolph E. Paul, tax expert who traced 1955 49.4 6.5 
historically the views for and against a progressive 
income tax system, has pointed out that there are Reductions in the per cent of profits left after taxes 
some who accept the general principle of progressive from 86.5 per cent in 1929 to 49.4 per cent in 1955 
taxation but object to a high degree of progression, means that corporations in 1955 had less than half 


such as exists in the United States, because it adversely 


: ‘ P . of their profits for use either to pay dividends or to 
affects production by reducing the incentive to work 


reinvest in their business. Any resultant reductions 


and invest. in the rate of return to the shareholders in the form 
Effect of high taxes on the individual’s capacity to of lower dividends discourages the desire and curtails 
save and invest the capacity of individuals to invest. Reductions in 


Even more serious is the unfavorable effect high the amount of reinvestment in business reduced pro- 


taxes have on the financial capacity of individuals to ductive capacity of the nation. ; 

save or invest. It is obvious mathematically that the The problem of high corporate taxes is particularly 
more the government takes from individuals whose acute for the small corporations. This was brought 
savings are channeled into investment, the less these out in a recent report of the Joint Committee on the 
individuals will have for these purposes. Economic Report: 

A taxpayer has only nine cents left from each “It is a widely held view that small and new busi- 
additional dollar of income over $200,000 ($400,000 nesses have limited access to credit and equity capital 
on a joint return). This can be contrasted with the from external sources, as compared with larger, 
comparatively light burden on a taxpayer who, in the better-established firms. The growth requirements 


f of small and new companies frequently involve more 
first years of the income tax (1913-15), was taxed at extensive reliance on internal resources, particularly 


a maximum rate of seven per cent on income more retained earnings, than in the case of other compa- 
than $500,000. nies. A corporation income tax rate structure which 
~ In 1956 a couple having a net income of only $10,- does not unduly limit the financial resources required 
000 would have paid the federal government 15.9 to finance the growth of large established companies, 
per cent, or $1,590, a sizable part of which might therefore, may prove extremely burdensome in this 
otherwise have been savings, although there is no respect for small and new companies.” 
telling how much of this is squeezed out of the living Two Harvard University professors (John Lintner 
standard of the families in this income group. In and J. Keith Butters), in a study of the effects of | 
1913-15, when the income tax was first in effect, a taxes on concentration, stated: | 
$10,000 a year net income family paid only $60. A “The fact that retained earnings are a more critical 
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source of funds for financing expansion for smaller 
than for larger companies leads’ to a further conclu- 
sion of major consequence to our analysis: High cor- 
porate income taxes will restrict the growth of smaller 
firms more severely than that of larger companies... .” 

In spite of this acute need for internal funds by 
smaller business, profits after taxes of small corpora- 
tions have declined in recent years. 


Dangers of high taxes to a capitalistic economy 
The forces of high taxation in the United States 


have been abetting the creeping socialism in the other 
parts of the economy. 

Data have been presented to show that, if the 
United States continues its rate of absorption of na- 
tional product by taxes, we will reach 100 per cent 
socialization in the next century. 

The greatest danger of high taxation lies in the 
fact that we are proceeding in the direction which 
Karl Marx in 1848 predicted would be the road to 
destruction of capitalism, that is, destruction of the 
middle class with the aid of a highly progressive tax. 


2. Adverse effects 
of public housing 


>» Depression-born housing laws don’t 
fit modern conditions 


> Public housing makes additional 
local problems 


> Pressure grows for federal middle 
income housing 


THERE ARE REASONS to question the kind and ex- 
tent of governmental assistance which has been de- 
veloping in connection with the provision of private 
housing over the past 20 years. 

To some this assistance appears as intervention, 
interference—the usurping of the powers of state and 
local governments—and the restriction of the rights 
and privileges of the private building industry and 
the individual home consumer. 

History reveals that governmental assistance has 
been accompanied by, or has in effect constituted, 
governmental intervention. Some degree of interven- 
tion is understandable once the decision has been 
made to assist. 

The government, no less than a private investor, 
desires an accounting of its funds and must establish 
rules designed to lessen the risks. Often, bureau- 
cratization at its worst has resulted. 

The bureaucratization which has taken place in 
public housing is viewed by some as no less than 
astounding. 

This bureaucratization has largely been responsible 
for the growth of so-called public housing and for the 
varying conceptions and misconceptions as to its ob- 
jectives and purposes. 

These perpetually changing objectives have kept 
housing officials and other advocates of public housing 
constantly searching for new rationalizations adapted 
to changing economic, political and social conditions; 
and has kept realtors, home owners and taxpayers 
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constantly searching for evidence of fraud, corruption 
and unduly high costs. Time which might be spent 
examining the program with a view to improving or 
eliminating it has been spent in its defense. 

Our housing laws, initiated during a period of gen- 
eral economic depression, are understandably incom- 
patible with current conditions. 

In a dynamic and expanding economy, a growing 
group of citizens are opposed to making publicly 
owned housing units available to families who can 
afford to rent privately owned dwellings. They like- 
wise oppose dictation from the federal government as 
to how they shall handle local slum clearance and 
renewal problems. They are impatient with the lack 
of understanding and consideration for local laws 
which may not be compatible with federal restrictions. 
Still others believe that the social and moral effects 
of public housing leave much to be desired both from 
the standpoint of public housing tenants and the 
general community. 


Background 


The institution of public housing through PWA 
had the objective of work relief and rehabilitation of 
the construction industry. But the objectives have 
changed to the provision of adequate housing for all 
Americans through home financing, low-cost housing, 
slum clearance and its corollaries—urban redevelop- 
ment and urban renewal. 

A vast array of governmental machinery has been 
created for private and public housing, slum clearance, 
redevelopment, renewal, planning and public works. 
The Public Housing Administration is located under 
the Housing and Home Finance Agency in Washing- 
ton with approximately 900 local authorities admin- 
istering some 490,000 low-rent public dwelling units. 

The city in which the housing is to be constructed 
has no direct control over the authority, except that 
it might give or withhold its consent to certain under- 
takings. 

Once a public housing project is established or be- 
gun, the city has no direct control over its operations. 
Thus, public housing is usually a separate little 
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pocket of city government, dominated by rigid federal 
rules and regulations. 

In any exploration of the subject of public housing 
two questions immediately come to mind. 

Just what is public housing? 

Who pays for it? 

In essence, public housing is a program of federal 
loans and subsidies to local public housing agencies, 
designed to enable them to build and operate housing 
for rent to families whose incomes are deemed to be 
so low that they cannot afford adequate housing pro- 
vided by private enterprise. 


Who pays for public housing? 


The local property taxpayer and the United States 
income taxpayers pay for public housing. The tenants 
of public housing pay rents based upon their income. 
Each family is required to pay not less than 20 per 
cent of its income for rent, including utilities. In no 
instance has this covered the full cost of operating 
and managing the low-rent projects. 

According to computations by the Housing and 
Home Finance Agency, some public housing tenants 
pay less than half their rent; the taxpayers pay the 
remainder. 

The Public Housing Administration, in its 1957 
appropriation hearings, requested $96 million ($93 
million approved) for annual contributions and $10 
million (approved) for the low-rent housing pro- 
gram’s administrative expenses. The Bureau of the 
Budget estimates that $736 million will be spent on 
community development and public housing during 
1957; that these programs will have receipts of $556 
million. 

So federal taxpayers will be paying about $180 
million in taxes to help communities improve facilities 
and to pay for the subsidized public housing. This 
figure does not include the cost to the local com- 
munity for schools, garbage and trash collection, 
sewage facilities, police protection and other services; 
nor does it include the lack of taxation revenue from 
these projects. 

These are the costs of public housing to the tax- 
payers. What about the actual cost of constructing 
and maintaining this government housing? 


The cost of public housing 


Under the Housing Act of 1949, as amended, the 
cost of building and equipping dwelling units cannot 
exceed $1,750 per room, excluding the cost of land and 
non-dwelling facilities. An extra $750 per room is 
allowed in some of the higher-cost areas. 

The Housing Act of 1956 permits an extra $500 
per room for dwellings designed for elderly families. 

‘Thus, the full cost for standard dwelling unit rooms 
can be as high as $2,500 each; dwellings for elderly 
families may cost as much as $3,000 per room, if 
built in a high-cost area. The size of the units varies 
within each project. The average is two bedrooms, 
but a few have four or five bedrooms. 

Members of the real estate and building materials 
industries contend that public housing is not only 
costly in terms of the cost to the taxpayer of the sub- 
sidy, but that the original construction costs are higher 
than they would be if the projects were sponsored by 
private groups. 
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The federal government’s increasing role 


The federal government has been assuming more 
and more responsibility for housing and housing 
policies. Federal agencies now participate in financing 
—doing some direct financing themselves; they con- 
struct and administer low-cost public housing projects; 
they advance loans for slum clearance, urban devel- 
opment and renewal; and give guidance to local 
projects. 

There are indications that the government’s role 
has not contributed to the long-term stability of the 
residential construction industry and cost reductions 
are not apparent. Increasing local opposition to gov- 
ernment’s interference points up the wide disagree- 
ment which exists as to the proper scope of federal 
housing activities and the administration of federal 
housing policies. 

Some of this interference with administration at 
the local level can be directly attributable to the de- 
sires of the bureaucrats at the national level; some 
of it must, however, be laid squarely in the laps of the 
local and state governments. If local and state gov- 
ernments took more initiative in originating and 
carrying out the necessary programs, less interference 
would be forthcoming from the federal agencies. More 
and more, the lower levels of government seek aid 
from the federal government. In many instances aid 
is sought under the mistaken notion that “it won’t 
cost us anything, the federal government will take 
care of it for us.” 

With public housing, as with free public anything, 
there is always a tendency to increase the number of 
persons eligible to benefit and to expand the area of 
authority. This is especially true if there is a possi- 
bility to catch votes. New reasons can always be 
found why these benefits should be extended, and 
unfortunately, many of these, properly dressed up, 
sound plausible at the moment. 


The moral and social effects of public housing 


There is evidence that public housing is charac- 
terized by a confusion in its basic objectives, that it 
has fostered restrictions upon the earnings and initia- 
tive of its occupants, that it has deterred the produc- 
tion of rental housing by private industry and that it 
has permitted the growth of power hierarchies in the 
form of public housing management. 

The claims of the public housers that public hous- 
ing eliminates slums, that it houses low-income fami- 
lies who could otherwise not afford decent housing, 
that it reduces crime, juvenile delinquency and other 
antisocial behavior, are open to some question. Social- 
ly, politically and economically, the segregation of 
low-income groups in subsidized publicly owned hous- 
ing may not be the most desirable method of handling 
our housing problem. 

Few definitive analyses have been made of the 
social effects of living in public housing. However, 
from time to time since 1934, civic leaders, sociolo- 
gists and others have made short-range, somewhat 
restricted, studies of the adverse effects of public 
housing and the relationship of housing to social be- 
havior. These studies, for the most part, have been 
prepared either in refutation of claims that subsidized 
housing is the solution to high rates of crime, illegit- 
imacy, indolence, poor health and other social de- 
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ficiencies of slum dwellers and lower-income persons, 
or as a warning to the country of the dangers inherent 
in socialized housing. 


Public housing tenant morale. Based upon his serv- 
ice as the unpaid chairman of the Housing Authority 
of New London, Conn., and numerous discussions of 
the housing problem with other housing officials, 
Morton S. Baratz concludes that public housing re- 
sults in a serious interference with freedom of choice. 
Mr. Baratz presents two arguments: “First, the mar- 
ket for shelter has been divided in half, necessitating 
an elaborate and cumbersome system of rationing. 
Second, the administration of the rationing system 
has adversely affected incentives to work and has con- 
tributed to a reduction in the size of the labor force.” 

As to the division of the housing market, Mr. 
Baratz visualizes two reasonably distinct parts: “On 
the one hand, private landlords and builders are pro- 
viding modern facilities for families earning roughly 
$6,000 or more per year (though the minimum figure 
varies in different sections). On the other hand, fed- 
erally subsidized projects service families earning an 
average of $3,500 per year or less.” 

What could represent less freedom, less privacy, 
than the process through which an applicant must go 
to qualify for residency in public housing: investiga- 
tion of credit records, inspection of present quarters 
to assure that the applicant will properly maintain 
his public housing unit, the submission of an income 
tax statement of the previous year, the signing of a 
waiver permitting the authority to inquire of his em- 
ployer as to current earnings, and the swearing before 
a notary public that all the statements on his applica- 
tion are true and -that he will report immediately any 
changes in his income or family composition. 

In public housing projects there is a rule that ten- 
ants’ income may not increase more than 20 per cent 
over the income earned at the time of acceptance. 
When income and employment are steadily rising 
(occupants of public housing projects are typically 
between 25 and 40 years of age), incomes inevitably 
increase—if the tenant is ambitious. 

Thus, if his income exceeds the amount set by the 
authority, the tenant either hides the fact, or his wife 
withdraws from the labor market, or he has to buy a 
house. These are harsh choices. 

There have been instances when occupants of hous- 
ing projects refused overtime work and promotions 
for fear of being made to vacate their project home. 


Public housing and the lowest income group 


Public housing purports to meet the needs of the 
lowest income group—but it falls far short of its ob- 
jective. 

In 1954, six per cent of all U. S. nonfarm families 
had incomes of less than $1,000 and nine per cent 
had incomes between $1,000 and $2,000. The Ninth 
Annual Report of the Housing and Home Finance 
Agency indicates that the medium income for eligibil- 
ity of families whose incomes were re-examined in 
1955 was $1,793. A medium of $1,793 does not re- 
flect a predominantly lowest income tenancy in pub- 
lic housing, yet almost 6 million nonfarm families in 
this country have incomes of less than $2,000. 

In 1954, 37 per cent of the local housing authorities 
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had income limits of $2,400 or less for admission of 
average size families. In 1955, only 34 per cent had 
limits of $2,400 or less. In 1954, six per cent of the 
authorities had income limits above $3,000; in 1955 
this had increased to 10 per cent. Thus, the eligibility 
requirements are on an upward trend to permit higher 
income families admission to the public housing. 


Slum clearance no justification for public housing 


The merits of public housing as a means of ridding 
communities of slums need to be examined with con- 
siderable skepticism. First is the question as to 
whether or not public authorities are justified in 
changing the housing habits of thousands of citizens 
simply in the belief that they are thereby improving 
their lot in life. 

Research indicates that a substantial number of 
persons whose total income appears adequate to allow 
them to live in homes that most people would con- 
sider standard, prefer to allocate their income in such 
a way as to minimize their outlay for housing. As is 
also shown, many people prefer remaining in what 
are widely considered to be slum conditions rather 
than to live in public housing projects that carry with 
them restrictions and disruptions of long-established 
customs and relationships. 

Even in circumstances where slum clearance is es- 
sential or unavoidable it is erroneous to conclude that 
public housing necessarily provides an acceptable 
solution. 

As shown by specific instances the erection of a 
public housing project on a former slum site has 
meant, in many cases, not the elimination of a slum 
but the spreading of slum conditions into other parts 
of the city. Not only do many persons not want to 
move into public housing projects, but a large num- 
ber who would be interested find themselves ineligible 
for a variety of reasons such as too low or too high 
income and, in many communities, their race. 

In conclusion, it can be shown that public housing 
projects themselves are in grave danger of becoming 
slums and several have apparently reached that point 
already. 


Juvenile delinquency and public housing 


Supporters of public housing frequently base their 
appeal on the presumed relationship of substandard 
housing and slum dwelling with a high incidence of 
crime and delinquency. These contentions do not re- 
veal why some of the families living in slums or other 
substandard dwellings do not experience the social ills 
which the reformers attribute to their living condi- 
tions. For that matter, they do not explain why one 
boy in a family may be incorrigible, while his three or 
four brothers, living in the same environment, are not. 
When social behavior is concerned, the effect of hous- 
ing is difficult to determine. 

A study of juvenile delinquency in an East Harlem 
slum area revealed that: 

The one unmistakable conclusion that emerges 
(from the study) is that there is no relationship be- 
tween bad housing in its physical aspects and juvenile 
delinquency as revealed by court records. 

In 1951, the Los Angeles police department con- 
ducted a survey of the cost of police services for the 
city at large, in blighted areas and for public housing 
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projects. Chief of Police W. H. Parker reported that 
he believed the data indicated that public housing 
police costs were at least equal to those for the city at 
large. Exceptions have been taken to this report based 
for the most part on the inadequacy of statistics and 
the methodology. However, the study does appear to 
document the fact that safe, standard housing is not 
a panacea for crime and delinquency. 

What the proponents of public housing seem to 
overlook is that, in concentrating large families in a 
housing project, they are in most instances centraliz- 
ing delinquency without offering substitutes in the 
form of wholesome outlets for youthful energy. 


Political exploitation is inherent in public housing 


A noted housing specialist, Charles Abrams, has 
warned against the abuse of the slum clearance and 
urban renewal programs 

As Mr. Abrams puts it: 

“Slum clearance remains the most serious myth of 
the housing process.” Areas are demolished which 
should remain in the housing inventory. The homes 
of small property owners, who have been inhabiting 
their own slums, are condemned—and their only 
choice is tenancy. Is this the perpetuation of the 
dream of all Americans for a home of their own? 

It is conceivable that continued subsidization of 
housing accommodations for the lower income groups 
will eventually extend to government housing of the 
middle-income groups. There is already much pres- 
sure on the Congress for federal governmental assist- 
ance in the construction of middle income housing. 
Should the government begin providing middle in- 
come housing, the votes of those who qualify will be 
extensive—they, too, will benefit from the housing sup- 
plied by their own tax money. 

There have been some occasional incidences of over- 
zealous housing managers using their offices for politi- 
cal propaganda. There have also been instances when 
other city officials have attempted to use the housing 
authorities for political gains. 

How widespread this type of conduct may be is 
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difficult to determine. It may be assumed, however, 
that most of the blatant incidences have been brought 
to light at congressional hearings. 

Nevertheless, the possibility of political pressures 
being brought to bear on public housing tenants, 
managers and other officials is inherent in our public 
housing program. 


Summary 


As democratic governments are forced either in the 
public interest or by political pressures to assume 
more functions, it becomes increasingly important 
that the people maintain a constant vigil. A compre- 
hensive review and reappraisal of the public housing 
program and other phases of the national housing 
program appear to be warranted. 

Public housing has been a live issue for more than 
20 years. Debates and discussions have been largely 
argumentative—they have not been studious ap- 
praisals of the program in the light of current condi- 
tions; they have not reviewed the programs and the 
results to ascertain if the original objectives have been 
or are being obtained. 

This report points out some of the evidence in- 
dicating varying concepts of the objectives of public 
housing and delineates areas in the program which 
can be seriously questioned both with regard to their 
contribution to the promotion of the general welfare 
and to the welfare of the tenants of public housing. 

More and more of the taxpayers are objecting to 
paying their neighbor’s rent; city officials face the 
problem of congestion and its concomitants—in- 
creased services, crowded school facilities, lack of 
recreational facilities, overtaxed police forces; the ma- 
jority of the lowest income group is still in need of 
decent standard housing; and slum clearance and re- 
development projects have in many instances succeed- 
ed in creating new potential slums because of the de- 
sire of those displaced by projects to remain in the 
same general neighborhood. 

Obviously these are not the objectives of the public 
housing program. 


3. Adverse effects of 
federal aid to education 


> Federal intervention promotes 
trend toward centralization 


> Federal intervention has retarded 
state and local reforms 


> Control results even when 
not intended 
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FEDERAL PARTICIPATION in financing elementary 
and secondary education in the states mainly has 
taken the form of, 1, aid to special kinds of educa- 
tion—such as agricultural or industrial training— 
generally comprised within the term vocational 
education, 2, aid to certain localities, such as districts 
containing large federally owned, tax-exempt prop- 
erties, and, 3, aid to an activity closely associated 
with education, such as the provision of school 
lunches. 

The government also makes available federal 
surplus property for educational usage, and part of 
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this has been utilized by public schools. As to 
whether all these programs are basically forms of 
federal aid to education is a matter of opinion. It 
is fairly obvious that in at least one instance (that 
of the national school lunch program) the _ basic 
purpose is not aid to education. Nevertheless all 
of these programs have contributed to provisions 
for education in the states and local school districts 
affected. 

The Constitution makes no mention of education. 
Under the Tenth Amendment the powers not dele- 
gated to the federal government and not prohibited 
to the states, are reserved to the states, respectively, 
or to the people. Since education is not among the 
powers expressly delegated to the United States, it 
falls within the provisions of the Tenth Amendment. 

Some persons have contended that the general 
welfare clause gave the government not only the 
right but actually the duty to promote education. It 
is significant that the general welfare clause says only 
that: “The Congress shall have power to lay and 
collect taxes, duties, imports and excises, to pay the 
debts and provide for the common defense and 
general welfare of the United States...” 

Not only under the Constitution but also tradi- 
tionally in the United States, education has been 
principally a state and local responsibility. In our 
early history the organization of local school districts 
was a natural result of the geographical, religious, 
and political conditions of the time. No other aspect 
of American life has more clearly demonstrated the 
operation of grass-roots democracy than the local 
administration of schools. 

There are dangers in departure from this tradition. 
Nevertheless, through the years the federal govern- 
ment has assumed a great number of responsibilities 
in this field. 

The many bills for additional federal aid to edu- 
cation that have been introduced in Congress in 
recent years propose a continuation of this trend 
toward centralization of government responsibility 
for education. 


Federal aid may have helped retard 
state and local reforms 


By causing people to change their philosophy of 
government and look to Washington for help, federal 
aid programs may well have contributed to retarda- 
tion of state legislation for the advancement’ of 
education. 

For example, although reorganization of school 
districts has been one of the most important measures 
for obtaining better schools in thousands of localities, 
some states have neglected to pass laws facilitating 
consolidation. In many instances, legislatures have 
refused to define what constitutes an adequate school 
district or to give the state educational authority 
power to approve sound consolidations. In some 
states, in fact, there has been an actual reversal of 
legislation expediting reorganization of school dis- 
tricts. 

In about half of the states the public schools are 
supported mainly from the local property tax. Be- 
cause some school districts are rich in assessed valua- 
tions of property, they have been reluctant to consol- 
idate with districts poorer in this respect. However, 
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except for constitutional restrictions, the state legis- 
latures have complete power to enforce consolidation 
of districts for the improvement of education through- 
out their boundaries. It may be that in some instances 
the legislatures have refrained from doing so because 
of the hope that a renewal of federal aid for school 
construction or other federal intervention would make 
such politically undesirable enforcement at the local 
level unnecessary. 

Past programs, and the multiplicity of current 
proposals for others, may have delayed other state 
action for advancement of education. 

For instance, some states years ago placed upon 
their local administrative units restrictions which 
have made difficult local investments in education in 
proportion to the ability or desires of the people. 
Examples are homestead exemption acts which reduce 
revenue, and limits on tax levies or bonded indebted- 
ness. These are in some cases outdated restrictions. 

Of greater importance is the fact that some state 
legislatures have not provided sufficient state aid to 
local school districts for education. These states have 
allowed their local communities to continue depending 
mainly upon the local property tax without drawing 
enough support from state sources of revenue. Thus 
these state governments have not only failed to 
utilize some of their most important sources of 
revenue for the support of education, but they also 
have failed to distribute their revenues so as to pro- 
vide better schools throughout their boundaries. In 32 
states during the school year 1953-54 less than 50 per 
cent of the revenue for public schools was drawn 
from state sources. 

Schools which have had to depend upon the local 
property tax have frequently been unable to respond 
to expanding educational needs. In only a few states 
have the legislatures authorized local boards of edu- 
cation to secure school revenues from nonproperty 
tax sources. 

There have been many inequities in the assessment 
of property and in local tax rates in many states. 
While some states have been using 10 to 12 sources of 
revenue to support education, other states have been 
using only one or two sources for this purpose. 

A publication of the U. S. Office of Education in 
1950 declared that nearly every state had some public 
school finance practices that might be _ seriously 
questioned. The publication stated that many of these 
practices were tending to perpetuate existing condi- 
tions and indirectly penalize improvements regardless 
of the desirability of these improvements. 

These obstructions to provisions for the construc- 
tion, maintenance and operation of better schools 
could be corrected through state leadership and state 
legislation. The inequities might have been removed 
in many instances if federal programs had not en- 
couraged the people to adopt a philosophy of “let’s 
get some more federal money to do the job.” Federal 
programs have discouraged self-reliance among the 
states and communities. 


Federal aid to education has had ill effects on our 
system of government in general 


The increasing federal activity in education has 
affected not only the philosophy of government with 
respect to education in some localities but it also may 
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have had wide-sweeping effects on the general philos- 
’ ophy of government in other fields. 

The indispensability of education to popular 
government has been an important premise of the 
American faith. The consequence of any federal 
influence on educational philosophy and practice 
(however subtle) may be a significant alternation of 
fundamental American political concepts. 

The determination of public educational respon- 
sibility at the federal level may cause demands for 
federal aid to be extended to private schools. Such 
a situation may, in turn, endanger the nature of 
separateness of church and state in our system of 
government. 

Federal activity in education may have led toward 
orthodoxy and absolutism, with the accompanying 
undesirable effects on our American system of govern- 
ment in general. 


Waste of federal aid has led to federal controls 


Prior to the enactment of the Morrill Act of 1862, 
all of the federal subsidies to the states for education 
were made for general or indefinite educational pur- 
poses and without restriction or regulation. The result 
was that some of the states, in what has been termed 
as “an administrative orgy of dishonesty and breach 
of trust,” wasted a large portion of this money in 
ways which were never contemplated by Congress. 

The subsequent history of federal controls in 
grants-in-aid has been capsuled: 

“Not since the day on which Lincoln attached his 
signature to the Morrill Act has any distribution of 
money been made to the states without safeguards 
for their expenditures.” 

In. 1914 Congress created the Commission on 
National Aid to Vocational Education to study the 
implications for federal subsidy to vocational educa- 
tion and to report their finding and recommendations. 
The Commission, while recommending the vocational 
education program that eventuated in the Smith- 
Hughes Act of 1917, disavowed proposing any federal 
control. The Commission declared that: 

“The federal government has no authority to con- 
trol or manage the internal affairs of the states nor 
can it take part in controlling or managing their 
educational system.” 

However, it has been one thing to say, as did the 
Commission in its statement of principles, that 


“national grants to the states should be given for 
vocational education under those conditions which 
will conserve and promote the local interest, initia- 
tive, and responsibility, with all of their recognized 
advantages,” and it has been quite another matter to 
realize such aims as the preservation of local 
autonomy. From the 1914 Commission’s recommen- 
dations have sprouted the current federal vocational 
education programs. 

Certain control devices have existed in the federal 
legislation and in the administrative machinery. 

Yet, in 1938, President Roosevelt’s Advisory Com- 
mittee on Education observed that: 

“An excessive amount of federal control appears 
to have been exercised over many aspects of the 
federally aided system of vocational education. This 
control has been due in large part to the provisions 
of the statutes, but it also appears to have resulted in 
part from the manner in which those provisions have 
been interpreted and administered in the United 
States Office of Education and its predecessor in the 
work, the Federal Board for Vocational Education.” 


Federal aid has given states 
an “inferiority complex” 

Many statistical devices have been used to indicate 
the relative ability (or inability) of the states to sup- 
port the maximum effort needed to meet the public 
responsibility for education. These relative ability 
studies have greatly influenced grant-in-aid allocation 
formulas. They have done much to establish the 
popular notion that the states—or certain states— 
cannot, of and by themselves, provide for the educa- 
tion of their citizens without federal assistance. 

The inferiority complex which has been more or 
less imposed upon the states can be partly attributed 
to federal activity in the field of education. Indeed, 
the rapid expansion of over-all federal power during 
the first half of this century largely has been both 
the cause and the result of this belittling of state 
prestige and competence. 

There are, of course, differences in income and 
tangible wealth among the personal, family, com- 
munity and regional units. There are also price or 
cost differences. Such differentials influence local and 
state taxability to some degree. That these differen- 
tials would prohibit adequate state and local support 
for education has not been proved. 


4. Detrimental effects of 
federal credit agencies 


> Government lends $1 for each 
$5 of private lending 


> Programs continue after need ends 
> Some loans tend to impede progress 
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TODAY THE FEDERAL government lends directly 
$1 for every $5 lent by private banks. Furthermore, 
pressure to increase the amount of government lend- 
ing and expand the areas covered seems to be rising. 

The major fields in which the government has in- 
stituted and expanded its loan programs are housing, 
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agriculture, loans to business, foreign investment and 
intergovernmental loans. 

Some of the lending agencies have retired the capi- 
tal stock owned originally by the government, pay 
their own administrative expenses, and are essentially 
privately managed, subject to governmental supervi- 
sion and control. Agencies mutualized in this sense in- 
clude the Federal Land banks, the Federal Home 
Loan banks, and the Banks for Cooperatives (partly) . 

However, as federal instrumentalities, these mutual- 
ized agencies are free from much state and local taxa- 
tion, and in most cases also from federal income tax. 
Thus even these agencies have what may be con- 
sidered an unfair advantage over competitive private 
enterprise. 

Before considering the lending programs and loan 
guaranteeing of individual federal agencies, certain 
dangers and risks of governmental lending programs 
may be pointed out. 

In principle, it must be recognized that every gov- 
ernmental lending and loan guaranteeing program in- 
volves the replacement of judgment and decision- 
making of private lenders by the judgment and opin- 
ions of government officials. It is thus an interference 
in the private economy. 

The criteria used by federal officials are different 
from those of private lenders. The private lender is 
concerned essentially with earning a profit from lend- 
ing and usually feels an immediate responsibility for 
the disposition of the funds at his disposal. These 
motives are either absent or less compelling on the 
part of the average federal official. 

Usually federal loan programs have been instigated 
to bring sectors of the economy out of a depression, to 
minimize its severity, or to foster the defense effort. 
Desirable though these objectives at a given time may 
be, there is first the question as to whether a federal 
loan program is economically and politically the 
soundest way of achieving them. The government has 
available such alternatives as monetary and fiscal 
policies which can be used to further defense and 
antidepression goals, without the arbitrary interven- 
tion in specific parts of the economy that is inevitable 
in lending programs. 

Second, all federal programs have a tendency to be 
extended and perpetuated long after the original 
cause for undertaking them has been removed. 

The governmental intervention in the economy by 
means of lending programs inevitably involves con- 
siderable favoritism. Firms or individuals who fail to 
meet the credit standards of private lending agencies 
receive an unfair competitive advantage if they are 
then granted a loan by a governmental agency. In de- 
ciding where available loan funds should be allocated, 
federal officials often find the pressures of political 
considerations too strong to permit evaluation of loan 
applications on sound business principles alone. 
Further, standards for loans, which originally are 
specific and strict, gradually are relaxed, allowing 
even more room for laxity of administration, favorit- 
ism, and even corruption. 


Housing loans 


The federal government has assumed a rapidly in- 
creasing role in determining the levels of housing 
construction. Before World War II, about one sixth 
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of the mortgage debt on nonfarm one- to four-family 
homes was insured or guaranteed by federal govern- 
ment agencies. By the fall of 1955, the total home 
mortgage debt had increased to approximately $86 
billion—about 37 per cent government underwritten. 

As a result of these government guarantee and in- 
surance programs, mortgage loans have been substan- 
tially increased in duration, down payments have 
been lessened, and interest charges have been lowered. 
Government activity in housing has been a significant 
factor in stimulating the building boom during much 
of the post-World War II period, with the result that 
building costs and prices of new as well as existing 
houses have been materially increased. 

The lure of home ownership has been a significant 
factor in the postwar migration to the suburbs. This 
has created innumerable problems for urban centers. 
Property values, especially of rental property, have 
been adversely affected. Construction of moderately 
priced apartments has been severely cut back. Ade- 
quate maintenance has been neglected. Slum areas 
have tended to spread, which in turn has invited 
further government intervention in slum clearance 
and urban renewal. As the real estate values in urban 
areas have been jeopardized, tax revenues have fallen, 
or have failed to keep pace with the increasing de- 
mands for municipal services. 

These conclusions are borne out in more detail in 
the following discussion of specific housing programs. 


Federal National Mortgage Association 


Although the Federal National Mortgage Associa- 
tion makes no loans directly to individuals or institu- 
tions, except for certain housing in Alaska, its port- 
folio of FHA insured and Veterans Administration 
guaranteed mortgages represents the largest volume 
of loans in the housing field by the government. Its 
outstanding loans (mortgages) as of the end of June, 
1956, totaled $2.5 billion. The FNMA was chartered 
on Feb. 10, 1938, and in 1954, was made a constituent 
agency of the Housing and Home Finance Agency. 

The Federal National Mortgage Association has 
been subject to severe criticism. 

It is possible that the continued propping up of the 
housing industry by this agency (and others) is re- 
tarding technological improvements in the housing 
industry and delaying the movement toward lower 
housing costs. 

There is a serious question whether the special 
assistance activities will interfere with the sound man- 
agement of the secondary mortgage functions. Such 
pump priming activities, potentially inflationary, 
should probably be abandoned. 


Federal Housing Administration 


The Federal Housing Administration insures pri- 
vate mortgages for a wide variety of types of home 
and housing construction. This program has relieved 
private lenders of a substantial portion of the risk 
formerly assumed on mortgage loans. 

The history of the Federal Housing Administration 
has been marked by a lowering of qualifying stand- 
ards and an expansion of function well beyond that 
intended in the original legislation. 


Veterans Administration 


The Veterans Administration has as one of its 
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major functions guaranteeing housing, business, and 
farm loans made by private lenders to World War II 
and Korean war veterans. 

It also makes loans directly to veterans for the pur- 
chase or construction of homes in areas where the 
guaranty program is ineffective because of lack of pri- 
vate loans at 414 per cent interest. The Treasury 
reports that these direct loans outstanding, as of June 
30, 1956, totaled more than $433 million. 

While there was a substantial need to assist in the 
readjustment of servicemen at the end of World War 
II and, to a somewhat lesser extent, at the end of the 
Korean war, the question remains whether loan and 
loan guarantee programs were the most desirable de- 
vice to achieve rapid readjustment. In any case, there 
is even less reason for retaining these programs, many 
. years after the end of the respective conflicts. 

Lending institutions whose loans to veterans are 
guaranteed or insured under the various Veterans Ad- 
ministration loan and guarantee programs are re- 
ceiving, in effect, a subsidy from the government 
which is assuming risks which the lending institutions 
themselves normally would have to assume. 


Public Housing Administration 


Although the Public Housing Administration is not 
primarily a lending agency, it makes loans and grants 
to assist local authorities in the construction of low- 
rent public housing. This program reached its peak 
in 1952 when nearly $1 billion was lent. 

Since then the major portion of these loans has 
been liquidated, the loans being assumed by private 
investors. 

However, the housing authority bonds purchased by 
private investors are secured by the pledge of the an- 
nual contributions of the Public Housing Administra- 
tion which are intended to supplement the net proceeds 
from operation of the low-rent housing programs. 

The Public Housing Administration also makes 
short-term loans for planning and construction costs. 


Urban Renewal Administration 


The Urban Renewal Administration is a constit- 
uent unit of the Housing and Home Finance Agency. 
Among its responsibilities are loans to municipalities 
to clear and redevelop slums and to rehabilitate and 
improve blighted areas. In addition, it guarantees 
private temporary loans through the pledge by local 
agencies of the federal loan commitment. Thus in this 
area, too, the federal government’s role involves con- 
siderable intervention in the specific problems of local 
communities. 


Community Facilities Administration 


The Community Facilities Administration was es- 
tablished as a constituent unit of the Housing and 
Home Finance Agency by the same order that created 
the Urban Renewal Administration. It is responsible 
for administering, among other programs: 

1. Loans to institutions of higher learning to 
finance student and faculty housing and other educa- 
tional facilities. 

2. Public facility loans to state and local govern- 
ments to finance construction of needed public works. 

3. Liquidation of a program of loans made to 
manufacturers of prefabricated houses and compo- 
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nents. This program was originally in the Reconstruc- 
tion Finance Corporation. 

The lending programs of this agency have ex- 
panded rapidly as requirements for loans have been 
liberalized. The low interest rate, 234 per cent, has 
had such undesirable repercussions that the Commis- 
sioner of the Community Facilities Administration, 
John C. Hazeltine, has requested that Congress raise 
it to 314 per cent. The present rate has virtually 
eliminated all private investors from the college 
housing field, leading the commissioner to predict, 
“Increasing pressures will be placed on the federal 
government to make direct loans aggregating billions.” 

Thus we have the prospect that the low-interest 
rate actually slows down critically needed college 
housing construction. 

The 1955 Housing Amendments also authorized 
$100 million for a new program of loans to local 
governments for public facilities, such as water and 
sewage systems. 


Home Owners Loan Corporation 


The Home Owners Loan Corporation, formed in 
1933 to preserve home ownership by refinancing fore- 
closed or delinquent home mortgages, is no longer in 
existence. By June 30, 1952, it had acquired 1,017,- 
821 mortgages involving more than $3 billion, and 
had liquidated all of these mortgages. Its operations 
provide a useful example of how the true cost of a 
lending program can be concealed. 

HOLC borrowed from the U. S. Treasury at a rate 
of one per cent a year, substantially less than the 
Treasury paid on its borrowings from the public. 
Thus the $14 million earnings which HOLC paid 
into the Treasury in 1951 does not reflect a profit 
for the government as a whole. According to the 
General Accounting Office report on audit of HOLC 
accounts, the cost to the Treasury for supplying funds 
to HOLC since 1933 was about $92 million. 


Housing and Home Finance Agency 
liquidating programs 


All told as of June 30, 1956, the Housing and Home 
Finance Administration had, in the revolving fund 
of various programs in liquidation, loans receivable 
outstanding totaling about $156 million. This is in 
addition to all the active programs carried on by the 
various constituent agencies of the agency. 


Agricultural loans 


In agriculture, lending programs of a considerable 
variety have grown substantially in the past two and 
a half decades. 

The farm lending agencies have been a factor in 
the greater availability of credit in rural areas than 
in urban areas during a period of generally tight 
credit. As the governor of the Farm Credit Admin- 
istration, R. B. Tootell, noted in December, 1956, 
competition from the Federal Land Banks and from 
Production Credit Associations have helped to keep 
interest rates of commercial banks from rising as 
much as elsewhere. 

To the extent that this easy credit in rural areas is 
the result of governmental action, urban areas are pay- 
ing a premium in terms of higher interest rates over 
what would prevail if the credit supply were more 
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SEEING A CLOUD is probably the near- 
est we come to ‘seeing’ air, because air 


is a mixture of invisible gases. 


Life-giving oxygen comprises about 
21 per cent of the air. We all know 
how it helps sick people get well, but 
few of us realize that steel and other 
major industries could not operate 
without the same oxygen in tremen- 
dous quantities. About 78 per cent of 
the air is nitrogen. Food processors 
use it as an atmosphere to protect 


freshness and flavor of food. 


LINDE Oxygen 
SYNTHETIC ORGANIC CHEMICALS 
BAKELITE, VINYLITE, and KRENE Plastics 








Without air, life stops 


UCC’s Trade-marked Products include. 
CrAG Agricultural Chemicals 
PrEST-O-LITE Acetylene 
PYROFAX Gas 





... 10r you and for industry 


FREE: Learn how many of the 
products you use every *day are 
improved by research in alloys, 
carbons, chemicals, gases, plas- 
tics, and nuclear energy. Write 
for “Products and Processes” 
booklet M. 

Union Carbide Corporation, 
30 East 42nd Street, New York 
17, N.Y. In Canada, Union Car- 
bide Canada Limited, Toronto. 


The remaining one per cent of the 
air is composed of the little-known yet 
vital “rare” gases — argon, helium, 
krypton, neon, and xenon. These gases 
are essential in making incandescent 
light bulbs, in electric welding proc- 
esses, and in refining new metals such 


as titanium. 


For fifty years, the people of Union 


Carbide have been separat ing the gases 
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of the air and finding new ways in 
which they can help make a better life 
for all of us. 
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Flowing Wells School gymnasium in Pima County, Arizona 


School gymnasium located in Saranac, Michigan 





Christian Science church in Midland, Michigan 
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Taylor County Fair Building in Abilene, Texas 


More communities can now atford 
attractive public buildings 


* Whether it’s tax money or donations — it’s rare 
that our building funds can buy our expecta- 
tions —for our group gathering places, or 
schools for our children. Yet many communi- 
ties have found an answer—the Butler Building 
System — distinctive modern buildings born on 
the production line. 

Butler mass-produces the essentials of the 
building —a rigid steel frame and a lifetime 
metal roof, so perfectly engineered and manu- 
factured that it is erected in days. This provides 
a strong, low-cost base for the balance of the 
building. Walls need not be bulky and costly. 


They can be attractive curtain walls that go 
up quickly and economically. 

A few of the architectural possibilities are 
demonstrated by the buildings above. Each is 
different, yet all are constructed around a 
Butler rigid frame. And they all represent the 
lowest cost way to build well. 

Get the full story from your Butler Builder 
listed under “Buildings” or “Steel Buildings” in 
the Yellow Pages of your telephone directory. 
Ask to see the new sound-slide film, “Distinc- 
tive, modern buildings .. . born on the produc- 
tion line.” Or write direct. 


BUTLER MANUFACTURING COMPANY 
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Manufacturers of Buildings + Oil Equipment * Farm Equipment + Dry Cl 
Sales offices in Los Angeles and Richmond, Calif. * Houston, Tex. © Birmingham, Ala. * Atlanta, Ga. « Minneapolis, Minn. * Chicago, III. * Detroit, Mich. ¢ Cleveland, Ohio 
New York City and Syracuse, N.Y. * Washington, D.C. © Burlington, Ontario, Canada 


7456 East 13th Street, Kansas City 26, Missouri 
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equitably distributed. The dangers of this kind of 
inequity are widely recognized. 


Commodity Credit Corporation 


In terms of volume of loans outstanding, the Com- 
modity Credit Corporation is the major agricultural 
lending agency in the government. 

By far the most important CCC lending programs 
are its price support operations. Sizable as these 
loans are, they reflect only a part of the price support 
program. 

As of June 30, 1956, while CCC loans totaled $2.3 
billion before reserve for losses, and $1.9 billion after 
reserve for losses, the corporation also had a com- 
modity inventory of $6 billion before reserve for losses, 
and $3.9 billion after reserve for losses. 

Its total assets were $7.5 billions as of June 30, 
1956. Its capitalization, originally $3 million in 1933, 
has been increased to $100 million. 

Originally it had no specific borrowing authority. 
When Congress gave it a permanent charter in 1948, 
its borrowing power was $4.7 billion. This was raised 
five times in eight years. 

As of Aug. 1, 1956, it was $14.5 billion. 

In the second category of CCC loans are the 
farm storage and equipment loans made to encourage 
farm storage at lowest cost of the commodities it 
holds as security on its loans. If storage facilities in 
an area are inadequate, CCC will make, or will 
guarantee if made by a private lending agency, 
recourse loans to producers for a maximum of 80 
per cent of the cost of new farm storage facilities. 

In the third category are loans to the Secretary of 
Agriculture for the purpose of making crop insurance 
premium advances, soil conservation payments, and 
certain other payments, and to pay the administrative 
costs of the county committees handling such pro- 
grams. These advances are repaid to the Commodity 
Credit Corporation out of a congressional appropria- 
tion at end of the fiscal year, with interest at least 
equal to the cost of money to the CCC. None are 
outstanding at present. 

Although these loans do not compete with private 
funds, such an enormous lending operation makes 
waste, fraud, and inefficiency inevitable. 


Rural Electrification Administration 


Since 1935 the Rural Electrification Administra- 
tion has been making loans, chiefly to cooperatives, 
for financing construction of electrical distribution, 
transmission, and generating facilities to serve rural 
areas. Since 1950, similar loans have been made to 
finance construction and improvement of rural tele- 
phone systems. Interest rates are set at two per cent. 
Administrative expenses are financed by a separate 
appropriation. 

This is another example of a program which has 
grown larger and larger. In 1956 it lent $229 million 
to electric cooperatives compared to $180 million in 
1955. Although 90 per cent of all farms are now 
electrified, the Rural Electrification Administration 
seems to make no effort to require those to whom 
it lends to become more self-supporting, to rely more 
on private bank credit, to pay competitive interest 
rates, and to bear the costs of administration. Until 
such steps are taken, the taxpayer will continue to 
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bear a part of the cost of these facilities which are 
of direct benefit to a relatively small segment of the 
population. 


Farmers Home Administration 


The Farmers Home Administration makes loans to 
farmers presumably unable to obtain credit from other 
sources for farm operation expenses and crop produc- 
tion, farm ownership and improvements, and for soil 
and water conservation activities. These loans are 
financed by annual authorizations. It insures long- 
term mortgage loans, and soil and water conservation 
loans. It administers emergency loan programs for 
farmers hit by production losses from natural calam- 
ities, or by unfavorable economic conditions. 

The program was started as a relief measure at a 
time agriculture was seriously depressed. But the time 
is long past when it could be considered primarily a 
relief agency. Further, there has been a substantial 
shift of population away from farming which also 
should make it possible to cut back on this phase of 
farm aid. It is also dubious that a lending program 
is the most feasible way of carrying out its functions. 

Other agencies are authorized to make loans to 
cover disaster and other emergency situations, and to 
help farmers carry out soil conservation programs. 
Thus, there is unavoidable duplication when this 
agency handles these same functions. 

In addition, the low interest rates, long terms of 
loans and the government’s bearing the administra- 
tive costs, have meant that the taxpayers have been 
subsidizing a limited group of individuals. These 
loans have in fact probably tended to discourage 
marginal farm operators from shifting into other 
economic activities and have encouraged the retention 
of many farm units that are too small to be efficiently 
operated. 


Farm Credit Administration 


The Farm Credit Administration, though it is not a 
lending agency, is the supervisory authority for some 
important governmental and quasi-governmental lend- 
ing agencies: Federal Land Banks, Banks for Co- 
operatives, Federal Intermediate Credit Banks, Pro- 
duction Credit Corporations. 

The United States is divided into 12 farm credit 
districts, each with one Federal Land Bank, one Bank 
for Cooperatives, one Federal Intermediate Credit 
Bank, and one Production Credit Corporation. 

The Federal Land Banks were established in 1916. 
Since 1947 their capital stock has been entirely owned 
by member national farm loan associations which act 
as agents of the banks in making long-term first 
mortgage loans on farm real estate. 

Since their mutualization, these banks have been 
subject to relatively little adverse criticism. 

The Central Bank for Cooperatives and the 12 banks 
for cooperatives are federally incorporated agencies 
making loans to farmers’ cooperative associations. 
The majority of the capital stock is held by the 
federal government. The Farm Credit Act of 1955 
provided for the retirement of the government’s 
investment and the eventual ownership of the banks 
by farmers’ cooperatives. 

As long as these banks have their capital provided 
in large measure by (continued on page 56) 
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An authoritative report 
by the staff of 

The Chamber of Commerce 
of the United States 


AGRICULTURE 


Producers of feed grains and live- 
stock will move a step closer to 
a free farm market in 1959—if a 
recent Department of Agriculture 
recommendation is enacted. 

This year Congress requested the 
Department to study and report on 
possible methods for improving the 
feed grain program. 

The Department’s recommenda- 
tion would drop acreage allotments 
for corn in 1959 and require the 
Secretary of Agriculture to deter- 
mine support prices for all feed 
grains at moderate levels—presum- 
ably from 60 to 70 per cent. 

The existing program, including 
the revised soil bank with its tighter 
control over diverted acres, would 
continue through 1958 in an effort 
to trim the big surplus of corn prior 
to lifting acreage restrictions. 

In addition to freeing production 
controls, the Department expects the 
Mew program would hold market 
prices closer to the support level, 
help stabilize year-to-year supplies 
of feed grains and livestock, enable 
more orderly marketing, and reduce 
costs to the government. Income 
might be reduced to some grain and 
livestock producers during the tran- 
sition years. 

The longer range outlook antici- 
pates substantial increases in re- 
quirements for livestock products 
and feed grains. However, the re- 
port does not attempt to estimate 
future price and income levels. 
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In spite of the liberalization o 
down payments and the higher in- 
terest rates for FHA insured mort- 
gages, there is little indication that 
the new housing act will do much 
to stimulate the housing industry 
during 1957. 

_ Harnessed by the discount con- 
trol provisions, which proved un- 
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workable when used in the past, the 
Act fails to provide ample reason 
for enough money to be channeled 
into home mortgages. 

As the year progresses, the public 
housing groups feel more and more 
confident that 1958 will be a big 
year for them. They have lined 
up for their biggest fight ever for 
federally subsidized middle-income 
housing. The target: at least 200,- 
000 public housing units for the fis- 
cal year 1959. 


CREDIT & FINANCE 


Main aspects of the money mar- 
ket will remain unchanged during 
the remainder of the fall. The Fed- 
eral Reserve will continue its active 
restraint program. 

Business loans may drop some 
in the larger metropolitan centers, 
with less easing elsewhere. Demands 
for long-term credit will continue 
strong. Prime rates of commercial 
banks may be raised over the cur- 
rent four per cent level. The Federal 


Reserve Bank regional rediscount , 


rate may also advance upward be- 
yond the three per cent now au- 
thorized. 

The municipal bond market will 
continue brisk, with the general 
price trend slightly downward. 

Continued hearings on fiscal and 
monetary policy by Congress will 
point up the threat of inflation. 

Of the three major hearings now 
in progress in the finance field, all 
are expected to continue through 
the summer and fall. Prolonged 
hearings before the House Banking 
Committee on a new financial in- 
stitutions act stopped action on the 
bill’s passage this session. 


DISTRIBUTION 


Department store and general re- 
tail sales are continuing at about 
the same high level, according to 
Federal Reserve and Bureau of the 





|. HOW'S BUSINESS? today's 


Census figures. Latest figures do not 
conclusively show a gain or loss over 
the same period of last year when ad- 
justed for seasonal and price varia- 
tion. 

Consumer buying habits will be 
watched closely in the weeks im- 
mediately ahead. 

The reason: Recent consumer at- 
titude research by the University 
of Michigan Survey Research Cen- 
ter shows consumers are less con- 
fident about business conditions 
than they have been. 

Generally, it is reasoned, confi- 
dence means willingness to buy, in- 
cur debt, spend money. 

Lack of confidence, by the same 
reasoning, leads to caution, putting 
off purchases, saving money. 

Enough is not yet known about 
consumer attitude sampling to show 
definitely why people are thinking 
this way, or whether their attitudes 
will lead to a change in buying 
behavior. 


FOREIGN TRADE 


The authority of the Export-Im- 
port Bank of Washington to make 
loans to aid in financing this coun- 
try’s foreign trade has been ex- 
tended to June 30, 1963. 

During the fiscal year just closed, 
the Bank authorized 182 credits in 
386 countries totaling more than $1 
billion. The Bank has averaged 50 
credits in 22 countries totaling $396 
million annually since fiscal 1947. 

Credits during fiscal 1957 were 
extended to Argentina, Japan, and 
the United Kingdom, among others. 
Borrowers will buy in the United 
States a wide variety of capital 
equipment for use abroad. The 
largest dollar volume of these cred- 
its will be spent for railroad equip- 
ment, with purchases of industrial 
equipment second; agricultural com- 
modities (largely cotton) third; steel 
mill equipment fourth; and aircraft 
and airport development fifth. Other 
credits will be used for transporta- 
tion (other than railroad) ; electric 
power plants, thermal and hydro; 
highway construction; and agricul- 
ture. 


GOVERNMENT SPENDING 


The administration is taking up 
the cudgels for economy in earnest, 
and will continue to do so. Econ- 
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outlook 


-omy signs have been good to date. 
Reductions in unneeded military 
forces, establishment of spending 
ceilings, and closer checks upon ci- 
vilian hiring stand out. 

Agencies are re-evaluating the 
need for many of their activities, 
and there is increasing hope that a 
lot of dead wood will be eliminated. 

Aim is to keep within fiscal 1957 
expenditures—just under $70 bil- 
lion. If that’s successful, the way 
could be paved for some tax reduc- 
tion, provided the economy stays 
healthy. 

Keeping expenditures down, how- 
ever, faces many problems in the 
months ahead. July’s expenditures 
ran about $1.5 billion ahead of July 
1956. August also was running 
ahead, although signs of contrac- 
tion appeared. These should con- 
tinue in September. But reduction 
in spending rate will have to con- 
tinue at an accelerated pace in the 
next few months before it is feasible 
to talk of tax reduction in the 1958 
session of Congress. 


A controversy that could shake the 
foundations of International Labor 
Organization (I.L.0.) will be re- 
vived this November at Geneva, 
Switzerland. 

The occasion will be considera- 
tion by the I.L.0.’s powerful Gov- 
erning Body of proposals which 
would grant full recognition and ac- 
ceptance of so-called employer and 
worker representatives of Iron Cur- 
tain countries in the I.L.O. 

The employer delegation to I.L.O. 
from the United States has fought 
to stay such recognition, and has 
repeatedly pointed out the deceit in 
efforts to put free world employers 
and Iron Curtain employers into 
the same class. Nevertheless, the tide 
in I.L.O. seems to be running in favor 
of the communist bloc. 

In the past U. S. business criti- 
cism of I.L.0. has stemmed also 
from the tendency of the organiza- 
tion to write international draft 
treaties, or conventions, on matters 
of traditionally domestic or strictly 
internal concern. 


NATURAL RESOURCES 


Will increasing reliance on im- 
ports of foreign oil mean lower or 
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higher prices for domestic petrole- 
um products? 

Congressmen from non-oil-pro- 
ducing states have raised this ques- 
tion. You'll hear more from them 
in the months ahead. 

President Eisenhower, under au- 
thority granted him by the Trade 
Agreements Extension Act of 1955, 
has determined that the volume of 
crude oil imports and proposed im- 
ports for the remainder of 1957 
threatens the national security. 

The President has asked all com- 
panies importing crude east of the 
Rockies to cut their imports 10 per 
cent below their average crude oil 
imports for 1954, 1955, and 1956. If 
they do not comply with this re- 
quest for voluntary action, rigid 
import quotas will be imposed. 

Last quarter figures on imports— 
available about December—will pro- 
vide a clue as to whether or not the 
tight quotas will be ordered. 
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Success of the economy drive and 
its almost certain repetition next 
year, administrative measures to 
limit fiscal 1958 spending, and the 
upcoming political campaign all 


point to the probability of a tax 


reduction next year. 

Both parties will be seeking the 
“We did it” label and the maneu- 
vering will be fascinating. 

This year’s battle of the budget 
was in large part a reflection of dis- 
appointment and resentment over 
failure of the national government 
to make possible the tax reductions 
so confidently expected. 

Members of Congress, as well as 
the public, expected a lower—not 
higher—budget. Hundreds of tax 


STANDARD OIL CO, (N.J.) 


relief bills were introduced in the 
first days of January and many 
more later. None except technical 
measures have progressed even to 
the extent of hearings. 

The 1959 budget will almost cer- 
tainly recognize the popular de- 
mand for a better fiscal plan. 

The probable result taxwise? In 
the best political tradition, a vote- 
getting present to individuals ap- 
plicable to 1958 earnings. 
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Highway administrators, engi- 
neers and builders can take some 
satisfaction from their first year’s 
work in getting the multibillion 
dollar federal-aid road building pro- 
gram under way. 

Nearly twice as much road work 
was obligated from federal-aid funds 
in ’57 as in ’56 and on the inter- 
state system nearly nine times as 
much. 

This record of accomplishment 
was achieved in the face of such 
obstacles as shortages of engineers 
and materials; deficiencies in organ- 
ization, standards, and procedures; 
and strong opposition from the pub- 
lic to many route locations. 

A total of $3.3 billion of federal 
and state funds was obligated for 
the federal-aid system. 

This compares with $1.7 billion 
obligated during the same period 
for fiscal 1956. An unusually large 
part was right-of-way acquisition 
and preliminary engineering. 

Estimates of receipts and dis- 
bursements from the Highway Trust 
Fund have almost precisely equaled 
the earlier estimates. Some $970 
million was spent and $1,500 mil- 
lion deposited. 
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come down here thig minute, Henry Jones 








Henry: Martha. Really! 
Martha: Don’t “Martha Really” me! 


Henry: This isn’t like you, dear. After all, I left you with 
a thriving business and a secure .. . 


Martha: Henry, did you remember to get in touch with the Man 
from Equitable? 


Henry: I had a note in my pocket to call him. 


Martha: He planned to get you, the lawyer, and the banker 
together to talk about a new kind of business insurance. 


Henry: | know I wrote it down... 


Martha: He wanted to show you how we would have money for 
inheritance taxes, without having to sell the business, 


Henry: It was on a little piece of paper... 


Martha: Well, Henry, we didn’t have enough to pay the 
inheritance taxes. We had to sell the business 
for much less than it was worth. 


Henry: I guess I never did call that Man from Equitable. 
Martha: | guess you never did, Henry. 

Henry: ‘Terribly careless. 

Martha: Terribly. 

Henry: Not like me. 

Martha: Not like you. 

Henry: Now what did I do with that harp? 


Living Insurance 
for Business 
vy Equitable 
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federal funds, they will enjoy a considerable advan- 
tage over private banks. Having these funds available 
without payment of interest or other charges has 
enabled them to accumulate earnings, and in some 
instance to lend at rates of interest more advanta- 
geous than borrowers would have had to pay to other 
lenders. 

The Federal Intermediate Credit Banks are now 
under the supervision of the Farm Credit Admin- 
istration. These banks make loans to, and discount 
paper for production credit associations, the banks 
for cooperatives, state and national banks, agricul- 
tural credit corporations, livestock loan companies, 
and similar financing institutions. Certain types of 
loans are made to farmer cooperatives. The funds 
they lend are borrowed from private sources. The 
equity capital is owned by the federal government. 

There seems little reason for these banks to be 
federally owned. A system of privately owned pro- 
duction-credit discount banks, regulated and super- 
vised by the Farm Credit Administration, would 
probably have all of the advantages and few of the 
disadvantages of the present system. 

The Production Credit Corporations are wholly 
owned by the United States. They supervise and 
assist nearly 500 production credit associations in the 
extension of agricultural production credit, and in 
some instances partly finance them through invest- 
ment in capital stock. 

Bills were introduced in the Congress in 1956 to 
merge production credit corporations in the Federal 
Intermediate Credit Banks and to retire the govern- 
ment’s capital in the latter. 


Loans to business 

Federal loans to business center chiefly in the 
Small Business Administration. 

The other business loan programs, including those 
connected with defense production, have not generally 
involved losses to the government, or have been 
comparatively insignificant. 


Small Business Administration 


The Small Business Administration was established 
in 1953 but its growth has followed the pattern 
established by other lending agencies. It offers a 
variety of types of assistance to small businesses; 
this report will be limited to its lending functions. 

Loans fall into two categories, business loans and 
disaster loans. 

Total amounts authorized for these loans and the 
amount of the revolving fund appropriated for these 
loans have increased steadily. The original act au- 
thorized business loans up to $150 million and 
disaster loans up to $25 million. The disaster loan 
fund was increased in February, 1956, to $125 mil- 
lion. In February, 1957, the authorization for busi- 
ness loans was increased to $230 million. 

The revolving fund of SBA, which covers both 
business and disaster loans, started at $55 million, 
was increased to $80 million in 1954, to $105 million 
in 1955, and increased twice in 1956, first to $125 
million and then to $175 million. It was increased 
again in February, 1957, by $45 million, to a total of 
$220 million. 

The growth in the lending programs of SBA is 
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continued from page 51 


due in no small measure to the liberalization of loan 
requirements and the widening of the area of eligi- 
bility for loans. It is potentially the most diversified 
of all government lending agencies. Few kinds of 
business are now ineligible under its program and 
no specific end to its expansion is in sight. 

Since the lending authority of the Small Business 
Administration is so broad, there is a serious danger 
of favoritism and of assisting certain businesses 
which thereby obtain an unfair competitive advantage 
over their rivals. Any conceivable volume of lending 
by SBA is bound to provide loans for particular 
firms that are no more deserving than scores of others 
who are turned down, or, more important, who, rely- 
ing on their own resources and on private credit 
facilities, do not apply to a federal agency for help. 

Although it is too early to evaluate the effects of 
SBA’s lending program in terms of return to the 
government, there is at least some evidence that a 
number of loans were approved without sufficient 
thought as to availability of private capital, ability 
to repay, and the effect of the loan on the borrowers’ 
competitors. 


Maritime Administration 


In 1956 Congress liberalized the law under which 
the Maritime Administration of the Department of 
Commerce insures private construction loans and 
mortgages on most types of cargo and passenger- 
carrying vessels. As a result the volume of insured 
loans has increased rapidly and is expected to grow 
still further. It is possibly ironic that legislation 
designed to facilitate private financing has involved 
such an extensive program of government insurance. 
It seems apparent that, without this insurance, the 
level of shipbuilding privately financed would have 
been far lower. 

The question remains, how sound economically 
are such construction projects if private capital is 
unwilling to support them without a federal mortgage 
insurance program. 


Export-Import Bank of Washington 


The Export-Import Bank of Washington was 
established in 1934 as part of the national recovery 
program. Its purpose was to aid in financing and 
thereby stimulating exports and imports and the 
exchange of commodities and services in foreign 
trade. More recently it has come to be regarded 
widely as an instrument of U. S. foreign policy. 

There are a number of reasons why a continuation 
of this agency may be viewed with some concern. 

The original justification for the agency has long 
since disappeared. 

Further, it is of dubious economic merit to en- 
courage exports and at the same time admit addi- 
tional imports only grudgingly. Unless the countries 
whose imports of American goods are financed by 
Export-Import Bank loans are thereby put in a 
position to increase their exports to the United States, 
the American government faces the risk of adding 
one more give-away program to those already 
accumulated. 

Resentment is bound to be created between nations 
receiving loans and those who are turned down. To 
the extent that loans are made to foreign importers 
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to your last carbon. Or having to 
retype for extra copies—not when 
you have a Verifax Copier! 
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whisk out 5 completely accurate 
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of American goods, it is even more doubtful that 
the funds will be used in a way to help the industrial 
development of their own countries. 

It seems likely that the goals of American foreign 
policy cannot, in most cases, be reached by a govern- 
ment lending program as well as by other more direct 
programs. In cases where a loan program seems war- 
ranted, it is quite likely that the International Bank 
for Reconstruction and Development, of which the 
U. S. is the major stockholder, is a more appropriate 
agency. 

It is in a sense ironic that the U. S. has exclusive 
control over one bank designed for foreign lending 
and at the same time is the leading stockholder in its 
closest counterpart. 

(Ep1tor’s NOTE: The full report analyzes the 
activities of several additional lending agencies. 
These analyses are omitted in this condensation, 
either because the volume is small or has little direct 
impact on the economy. Bureau of Indian Affairs 
loans to start Indians in agriculture and Veterans 


Administration rehabilitation loans to disabled vet- 
erans are examples.) 


Conclusion 


Few segments of our economy have not, in one way 
or another, felt the impact of government loans. 
Furthermore, all evidence points to a continued 
expansion of these programs. 

There can be little consolation in this trend for 
those who are clearly dedicated to a free private 
enterprise economy, operating with a minimum of 
governmental intervention, either in terms of control, 
regulation, or promotion. 

It is virtually axiomatic that governmental assist- 
ance itself leads inexorably to a considerable degree 
of governmental control. 

Those in favor of a truly free private enterprise 
economy would, therefore, do well to make their 
opposition to this extensive program of government 
loans known. Only in this way does it appear pos- 
sible to have the current trend reversed. 


5. Dangers of federal 
electric power 


> Federal power causes 
power shortages 


> It is not now essential for defense 
> All federal power is subsidized 


IN 23 YEARS, the federal government has multiplied 
its power generating capacity about 76 times—from 
232,000 kilowatts in 1933 to about 17 million kilowatts 
now. In doing this, the government has invaded 
what traditionally has been primarily a field of 
private enterprise. 

This field involves millions of Americans who are 
participating directly or indirectly in the generation 
and distribution of electric power by private utilities. 
These people are participating directly through pur- 
chases of stocks or bonds, and indirectly through 
investments by insurance companies, banks, or re- 
ligious and educational organizations and trust funds. 

Thus the public can actually claim some form of 
ownership of the private electric companies. 

The philosophy of federal ownership of power 
does not encourage the people of a region or a country 
to rely upon their own genius, their own initiative. 
To allow the federal government to take over where 
a private enterprise can engage profitably with benefit 
to the area encourages a careless and unaggressive 
attitude in the people of that area. 

A private company must be inventive and must 
encourage the creative genius of its employes to pro- 
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vide better service to its customers and for greater 
profit to the business—a government agency feels no 
such urgency. Our history proves how important this 
factor has been in creating our high standard of living 
and technological developments. The electric indus- 
try itself is living proof of what Americans have 
achieved in the stimulating and competitive system 
of free enterprise. 

This subsidized federal power is unfair. Not only 
are sections which do not have federal power paying 
for the power developments in areas such as the 
Tennessee Valley and the Pacific Northwest, but they 
stand the chance of losing some of their industries 
to these areas. 

Besides being harmful to general competition in 
industry, federal power is unfair to private electric 
utilities which must charge higher rates because they 
pay higher taxes and must make a profit. The rates 
charged for federal power do not include charges for 
federal taxes. Only in a few cases do federal agencies 
make payments to states and local governments in 
lieu of taxes. When such payments are made, they 
are generally only a small part of the amount the 
regular taxes would be. 

In many instances little or no interest is paid on 
the money used, since the money is supplied by all 
the people through taxes. 

Since taxes and interest on money invested in 
plants and facilities are two of the biggest items of 
cost in the utility operation, the federal agencies can 
sell electricity at below real business costs. 

Spurious comparisons are made of the alleged cheap- 
ness of public power. Such cheapness merely reflects 


NATION’S BUSINESS-SEPTEMBER 1957 








New Victor Duomatic Cash Register adds items 
issues receipts... costs you far less! 


The new Victor Duomatic Cash Register gives a perma- ae 

nent record of every sale on tape and provides a printed 5 ie : ees ee 

receipt for your customers. It designates clerk or depart- : 2 , ing Machine C 

ment, totals sales, and gives grand total of full day’s cash Ge Weller Aineing SaeeeNe Se 

receipts. Use it as an adding machine—any time—without » ee oneal NB-957 

disturbing your business total. Wy 2 Chicago 18, Iilinois 

New in design—with a handsome Fiberglas case that will P™™ Please send new informative booklet on the 
not chip, crack, or dent—this remarkable machine costs oh _< Sistas Qacehitic anid cine oll Canna Cilew 
less than any otheritem-adding cash register on the market! orsaamee 


Si : tative. 

The Duomatic is backed by the 39-year reputation of ee 

the Victor Adding Machine Company. Ask your nearest " 

Victor representative for details. Look under “V” for | 

Victor in the adding machine section of the Yellow Pages, | Address__ 

or mail the coupon. oe 1 
: (hand operated) 

Victor Adding Machine Co., Chicago 18, Ill., Victor-McCaskey Ltd., Galt, 


Ontario. Manufacturers of Business Machines, Cash Registers, Business Only $425 
and Industrial Systems, Electronic Equipment, Electri-Cars. (electric mode!) bn ee nl 


Name 


ee: 


a 











HXPANVDING GUVERNMENT 





the subsidies garnered by the federal power plants. 
The owners of private utilities pay federal, state 
and local taxes; pay interest on their bonds; pay 
dividends; pay taxes on their dividends; and still do 
not charge rates higher than people can or are willing 
to pay. The rates and earnings of private electric 
companies are regulated by governmental commis- 
sions; consequently they are not allowed to make 
excessive profits. 


Magnitude of federal power operation 


The federal government is by far the largest single 
producer and supplier of electric power in the United 
States. 

It supplies practically all the electric utility power 
in Tennessee and is a major producer and supplier 
in Alabama, Mississippi, Washington, Oregon, Mon- 
tana, California, Arizona and Nevada. During 1953, 
the federal government produced electric energy in 
22 states and sold it in five additional states. 

Federal electric power capacity grew from 232,000 
kilowatts, or 0.7 per cent of the national total in 
1933, to 17 million kilowatts, or 14.8 per cent by 
Dec. 31, 1955. 

Further additions provided through completion of 
construction in progress and authorized by the Con- 
gress are expected to increase generating capacity to 
approximately 35 million kilowatts, at a total cost of 
about $10 billion. 

These federal electric properties will, if completed, 
include at least 168 hydroelectric plants, at least 17 
steam-electric plants, and substantially more than the 
present 23,000 circuit miles of transmission lines. 

In addition to this federal power, nonfederal public 
bodies generated seven per cent of the total in 1953, 
an increase from 5.5 per cent in 1933. Private 
investor-owned power, which amounted to 94 per 
cent of the total electric generating capacity in 1933, 
dropped to 76 per cent by Dec. 31, 1955—a decline 
of 18 per cent. 

Of the hydroelectric power developed in the United 
States, more than 50 per cent is generated by public 
agencies, with the federal government’s share being 
40 per cent and local public power’s share 10 per cent. 

The largest federal electric power system is that of 
the Tennessee Valley Authority located and operated 
in Kentucky, Tennessee, Alabama, Georgia, Missis- 
sippi, North Carolina and Virginia. The capacity as 
of June 30, 1956, of these TVA plants was 9,279,485 
kilowatts. 

This exceeded by more than twofold the capacity 
of our largest private electric utility system, the 
Pacific Gas and Electric Company system. 

The additional capacity of TVA plants now under 
construction and those on which the TVA proposes 
to start and complete construction through fiscal 
1960 will raise its capacity to nearly 12 million 
kilowatts. That capacity, by then nearly 75 per cent 
steam-electric, will constitute about six per cent of 
the nation’s total electric utility power capacity as 
estimated for 1960. 

From inception in 1933 to June 30, 1955, the 
United States government has made available to TVA 
through appropriations, bond purchases, and property 
transfers, a total of $2,015,490,529. For the same 
period TVA has recorded a net income of $301,427,- 
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523 from its power operations and net expenses of 
$159,290,652 for its other programs. TVA has repaid 
to the United States Treasury a total of $178,635,890. 
The resultant equity of the U. S. government in TVA 
was $1,978,991,510 on June 30, 1955. 


All federal power is subsidized 


Those favoring big government favor control of 
electric energy by government. Such control can only 
be gained if the movement has popular support. The 
most obvious means of obtaining this support is price. 
To be politically desirable, public power must be 
made to appear cheaper than _ investor-financed 
power. Actually, in a country of such technological 
competence as ours, real cost differences in power 
production as between public and private develop- 
ment in a given area will be of little significance— 
provided all costs are included in each. 

For example, comparative studies of costs by the 
Atomic Energy Commission revealed that (assuming 
a uniform fuel cost of 19 cents per million BTU’s 
and excluding all taxes), TVA energy at Oak Ridge 
costs 3.78 mills per kilowatt-hour and at Paducah 
costs 3.93 mills, compared with the investor-owned 
Ohio Valley Electric Company cost of 3.79 mills 
per kilowatt-hour at Portsmouth, Ohio. 

With true costs about the same, the only way an 
advantage can be shown for public power is by 
subsidizing it. 

All federal power is subsidized through one or 
more of the following forms: 1, use of interest rates 
lower than the actual cost of long-term money; 2, 
omission of interest during construction; 3, omission 
of federal income taxes or a comparable contribution 
to the cost of the federal government; 4, omission of 
state or local taxes (with two exceptions, TVA and 
Hoover Dam); 5, charging large parts of the initial 
capital costs to wholly subsidized federal activities 
such as flood control, navigation, fish and wildlife 
preservation; 6, charging administrative costs, in- 
surance, and pensions to other government accounts. 

Because federal power is thus subsidized and be- 
cause hydroelectric sites are not uniformly located 
in all states, the federal taxpayers in many states find 
their tax payments going to subsidize the users of 
federal power in other regions. 


Cost allocations—another form of subsidy 


Another form of subsidy of federal power has 
resulted from improper allocation of costs. 

Multiple purpose development, because of alloca- 
tions of the joint or common costs to the various 
functions served, provides savings over the cost of 
single purpose structures. This results in lower costs 
of any one of the functions, such as hydro power, 
navigation, flood control, etc. So long as the power 
development is incidental to the major purposes of 
flood control, navigation or irrigation, a case may be 
made for allocation of costs in accordance with ap- 
proved methods such as the separable costs-remaining 
benefits method or the alternative-justifiable-expend- 
iture method. 

However, where power is a predominant purpose 
of the structure, as in many recent developments, and 
therefore in direct competition with private industry, 
it can be argued that the full cost of the single 
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structure required for power development only should 
be allocated to power in the multiple purpose struc- 
ture and the savings resulting from such allocation 
be applied to repayment to the Treasury for the 
other purposes served. 

If the government’s power operations are regarded 
as a business in which it is properly engaged, then it 
should be operated for the benefit of, or at least 
without loss to, the federal government and the 
federal taxpayers, as well as for the benefit of the 
power users. 

The principal reason for the low TVA rate is the 
fact that the power pricing policy followed relieves 
users of TVA power of the burden of making a suffi- 
cient payment in the price paid for power toward the 
costs of the government in carrying on the program. 

For TVA’s total operations through 1953, there 
would be (on this basis) a deficit between total finan- 
cial requirements ($794 million) and total operating 
revenues ($695 million) of approximately $100 mil- 
lion, or 14 per cent. Similarly, the total cost of 
service ($803 million) would have exceeded revenues 
by about $108 million, or 15 per cent. 

From this, it can be assumed that increasing the 
TVA power rates 15 per cent would eliminate the 
subsidy to TVA power users by the general taxpayers. 

The conclusion, therefore, is: 


1. That, partly because of its failure to charge as a 
cost the three per cent interest on borrowed funds 
which the federal government has had to pay through 
1953, and partly through the small payments in lieu 
of taxes, the TVA has understated its costs by about 
$108 million and that an equivalent power subsidy 
has been given to the TVA power users. 


2. That, if the TVA had charged the fair regulated 
rates which other power consumers have to pay, at 
least a 30 per cent increase in TVA rates would be 
justified. 

3. That TVA power rates and revenues, which allow 
for the payment of all operating costs, depreciation 
on investment and approximately four per cent re- 
turn on the government’s investment in power, include 
an item of $30 million in lieu of taxes—and this is 
$170 million less than federal, state and local taxes 
would have totaled during the period if full accrued 
taxes (especially the federal corporate income tax) 
had been paid. 


4. That the allocation of costs by the TVA to 
navigation and flood control adds a small additional 
advantage to TVA rates over the rates which must 
be charged by private utilities, but that this is a 
declining advantage with the increase in the propor- 
tion of steam plants with the TVA system. 


Federal power causes power shortages 


To meet fluctuations of peak demand and allow 
for outages, etc., a reserve of at least 15 to 20 per cent 
in generating capacity is considered good practice. 
Certainly, one of the most important duties of a 
public utility is to provide an adequate supply of 
power to meet the increasing demands of consumers. 

The margin of reserve was sharply reduced in 1947 
as the demands for electric power, pent up during the 
war, grew faster than new capacity could be installed. 
But since 1949 the electric utility industry has caught 
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up with the demands and now has brought the mar- 
gin between generating capacity and demand to be- 
tween 17 and 20 per cent. Consequently future in 
stallations need only keep pace with increases in de- 
mand and retirement of old machines. 

As these figures show, the public utility function 
has generally been fulfilled throughout the country 
by local nonfederal sources. But this is not the case 
in all areas. 

The TVA area and the Pacific Northwest face 
power shortages, because of the manner in which the 
federal projects have been administered. 

In fact, by 1954 the hydro power was insufficient for 
the loads of municipalities and cooperatives in the 
TVA area. 

It is obvious that TVA power development is a 
policy of self-perpetuating socialism within the pri- 
vate enterprise system. It makes the local utilities 
dependent upon public power and then gets their sup- 
port to extend public power! 

It is also pertinent to review the effect of this 
federal utility responsibility on the growth of indus- 
try in Tennessee, the heart of the TVA area. Many 
people would conclude that, with low cost power, in- 
dustrial expansion would be booming. This is not the 
case. 

The availability of power is as important a con- 
sideration as the cost. The supply in the TVA area 
is uncertain, partly because the water power is nearly 
all developed and partly because the federal govern- 
ment is growing more reluctant to build steam plants 
and subsidize TVA further. 

Compared to other parts of the South the TVA 
area is having a relatively slow industrial growth. So- 
called cheap power has not proven to be a boon to 
the economy because of the uncertainties caused by 
the fact that the federal government is the sole sup- 
plier of power.to the area. 


Federal power is monopolistic 


This steadily increasing utility responsibility by 
the federal government can lead to what, in effect, is 
a federal monopoly on power development in the 
region. 

For example, Adm. Ben Moreell, in his book 
“Our Nation’s Water Resources,” cites the TVA, un- 
der its sole supplier clause, as requiring all of its 
regular utility customers to take their entire supply 
from its facilities. 

This policy creates an obligation on TVA to build 
all the generating facilities which are needed in the 
area it supplies. The result is that TVA has built 
large steam plants and extensive transmission sys- 
tems. Distributors have no generating facilities of 
their own. 


Federal power not now essential 
for national defense 


The need for federal power in the interest of na- 
tional defense has been frequently used to justify 
projects or appropriations. Yet $21 billion has been 
spent by investor-owned electric companies for gener- 
ation, transmission and distribution facilities since 
World War II, while total expenditures of the federal 
government from the beginning of its program in 1906 
to mid-1953 are only $2.3 billion. These figures re- 
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A new island is rising in the Pacific 
off the coast of California. Man- 
built, this landscaped island of sand, 


rimmed with rock, will enable Rich- 


field to tap undersea reservoirs of oil. 


The island, in water 44 feet deep, 
has been planned to permit maxi- 
mum development of the Rincon oil 
field’s seaward extension, where test 
drilling barges have already verified 
the presence of oil at normal depths 
on Richfield’s 1,175-acre State lease. 


Man-made Island in the blue Pacific 


The island will provide space for as 
many as seventy wells. When com- 
pleted no drilling derricks will mar 


the island’s scenic appearance. 


This is another dramatic example 
of how Richfield scientists and engi- 
neers employ modern methods to 
speed the recovery of oil in many 
parts of the world, and thus assure 
increasing supplies of oil and petro- 
leum products of the very highest 
quality for years to come. 











The Far West—where the 
name Richfield stands for 
the best in petroleum 
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RICH FIELD a leader in Western Petroleum Progress 


OIL CORPORATION 











EXPANDING GOVERNMENT 





fute the allegation that public power is essential 
for national defense. 


Federal electric power is a menace to the 
private enterprise system 


The hydroelectric power activities of the federal 
government were initially associated with navigation, 
irrigation and flood control, and were justified under 
the commerce clause of the Constitution. The devel- 
opment of power was merely incidental to these other 
functions. 

However, not only are some projects now justified 
mainly because of the power development, but the 
government has felt the need to go the next step 
further. Because water supply varies considerably and 
only so much of it can be counted on for a firm 
power supply, a more dependable additional source is 
needed. Steam power, which can be produced from a 
dependable fuel supply, is the best source of this ad- 
ditional power. 

Since steam power production does not aid naviga- 
tion, prevent floods or provide irrigation, and since it 
has little to do with interstate commerce, advocates 
of public power are making other justifications for 
these plants. They assert that federal construction of 
steam plants is necessary for defense or for the general 
welfare. If it becomes established that the federal gov- 
ernment can build hydroelectric and steam power 
plants wherever it wishes, then the federal govern- 
ment may be pressured to take over more and more of 
this traditionally private business in even larger areas. 

The local business character of power production 
and distribution could thus conceivably die, not only 





because of the federal government’s development of 
hydroelectric power and building of steam plants, but 
because it is, so far, the sole developer of atomic 
energy. If the federal government holds the monopoly 
on this great potential source of power, all power 
could eventually come under its control. 


Federal public power is socialistic 


Some of the advocates of public power deny that it 
is socialistic. But here is what Norman Thomas, five 
times candidate of the Socialist Party for President 
of the United States, had to say about it: 

“The principle behind public development of power 
is socialistic and it is rather childish to deny it.” 

In a press conference on June 18, 1953, President 
Eisenhower was asked to give examples of what he 
had previously referred to as creeping socialism. The 
President gave as his example, TVA. He said that he 
had been asked to expand federal expenditures in the 
TVA region. The federal government had seized and 
was purchasing a monopoly in power there, and it 
was impossible for the locality now to expand unless 
the federal government would spend more money. 

President Eisenhower asserted that the TVA region 
quoted as one of its needs for power the fact that so 
many industries from other sections—New England 
and other places—wanted to come down there seeking 
cheap power. The President said: 

“So we get to this curious thing in the socialistic 
theory that we provide such cheap power for one 
region that it can take away the industries from the 
other sections. It seems that we have got to have some 
kind of re-evaluation of all these things.” 


6. The case against 
federal reclamation 


> The record of estimating costs is 
shockingly poor 


> On many projects repayment 
is remote 


> Subsidies spread seeds of socialism 


ONE OF THE FUNCTIONS of the federal government 
is the collection and expenditure of the taxpayer’s 
money. In spending these funds, it is responsible for 
determining the most efficient and equitable use of 
the money. 

Projects which are nonreimbursable should be those 
which benefit all the people. 

Taxpayers should not be asked to subsidize proj- 
ects or parts of projects from which they derive little 
or no benefit. 
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These principles have been violated by the Bureau 
of Reclamation projects. 

To pass these projects by Congress, proponents 
have claimed dubious benefits. Especially noteworthy 
has been the abuse of the benefit-cost ratio which 
permits fabricating a case for the feasibility of a 
project. 

To be economically sound, a project must produce 
total benefits exceeding total costs. However, an 
undertaking is not truly economic unless it is the best 
use of capital and resources and the least costly 
means of achieving a desirable end. The best solution 
can be found only by giving equal consideration to 
all possible measures, with a view to finding the com- 
bination which will produce a maximum of net return. 

Many of the nation’s economists agree that in the 
past two decades the Bureau of Reclamation has been 
more interested in finding a use for surplus waters of 
the West than in planning and constructing econom- 
ically sound projects. Fortunately for the taxpayers, 
the Bureau of the Budget, through issuance of criteria 
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these typical 


How would you answer 


personnel questions? 


How do you determine salary raises ? 





How do you decide on promotions or transfers ? 





How do you establish a pension plan ? 





How do you kill unfounded rumors? 





How do you handle employee grievances ? 





MONY would like to send you a FREE copy of 
its New Booklet to help you answer these and 
hundreds of similar questions! 


Written in easy-to-read outline form, this 64-page booklet contains a 
wealth of information for anyone concerned with personnel. It is based 
on MONY’s nationwide personnel program which has been administered 
successfully for many years, among its hundreds of employees. 

It also embraces many practical ideas and philosophies that MONY 
has observed as a result of its contacts with the many types of business 
organizations for whom it has developed a wide variety of business 
insurance and employee benefit plans. 

Whether you have five employees or hundreds, if you want to develop 
a comprehensive personnel program or review the one you already 
have, you'll find MONY’s booklet most helpful. 

For your FREE copy, without obligation, mail this coupon today! 
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late in 1952, put a brake on the Bureau’s efforts to 
disregard fair and equitable methods in their zeal to 
develop the West. 


Benefit-cost ratio 


Until a few years ago, standards of feasibility of 
constructing reclamation projects had been progres- 
sively lowered mainly because the benefits claimed as 
ofisets to costs of these projects were exaggerated. 
The benefit-cost ratio should include valid reasons for 
constructing projects, not mere excuses for justifica- 
tion. If a close relationship exists between direct 
benefits to immediate beneficiaries and their ability 
to repay their proportionate part of the cost, the bene- 
fit-cost ratio formula will have more chance of being 
realistic. 

The Engineers Joint Council recommended in 1951 
that both benefits and costs should be expressed in 
tangible monetary terms and should be accurate and 
realistic. 

Many groups, including the E.J.C., suggested that 
the benefits to be considered should be net benefits— 
the total of the net annual income and other tangible 
benefits minus all costs incurred by the beneficiaries 
(as distinguished from the federal government) in at- 
taining those benefits and further, minus all dis- 
advantageous or injurious, but tangible, results of the 
development. 

The Council recommended that, in order that fed- 
eral water resources developments may qualify as be- 
ing economically justified, the ratio of tangible bene- 
fits to cost, each on an annual basis, should not be 
less than 4 to 3. In cases where the factors entering 
into the ratio cannot be estimated closely or where 
they may not be realized for a long or an indefinite 
period in the future, the corresponding ratio should 
not be less than 2 to 1. Depending upon the relative 
probabilities of realizing within a reasonable period 
the benefits and costs involved, the requirements, as 
to the ratio, may appropriately be intermediate be- 
tween 4 to 3 and 2 to 1. 

These recommended ratios of benefits to costs are 
not observed by the Bureau of Reclamation. The 
Fryingpan-Arkansas Project, which the Bureau has 
been trying to get through Congress, has a ratio of 
direct benefits to cost of only 1.05 to 1. At that, the 
benefits are estimated many times greater than the 
ability of the irrigators to repay. 

Because of rising prices, it is unrealistic to reap- 
praise the benefits and costs by the same multiplier 
or price-level index. 

Costs become fixed as of the time of construction 
or expenditure, whereas benefits will vary from time 
to time in the future, depending upon not merely 
changes in price level but also technological progress 
in respect to the alternatives for the several functions 
of a given water development. 


Benefits derived from increases in food and fibers 


Although there is merit in increasing our food and 
fiber production, care should be taken that the most 
efficient manner of bringing this about is adopted and 
that it comes at a time when it is needed, not when 
it may add to the problem of surplus production. 

In the first place, the increased land to be brought 
under cultivation through irrigation in the arid West 
‘is a small per cent of the total land now being har- 


66 


vested. If all the available water were used to the 
maximum extent, about 17 million more acres of new 
crop land would be added. Since 345 million acres 
are harvested at present, it would add less than five 
per cent. The foods and fibers that would be pro- 
duced by these reclamation projects would be rela- 
tively minor. 

In contrast, the Department of Agriculture esti- 
mates that there are 60 million acres of new land in 
humid areas suitable for first class crop production, 
once it has been properly drained and cleared. The 
drainage and clearing method of providing new crops 
represents about 17 per cent of the present total crop 
land acreage. 

The costs of the projects to be undertaken by the 
Bureau of Reclamation in the 17 western states are 
high—estimates per acre on the Columbia Basin Proj- 
ect are between $500 and $600 and estimates on the 
Upper Colorado River Storage Project run even 
higher. For the proposed Fryingpan-Arkansas Proj- 
ect, the costs run $219 per acre for a supplemental 
water supply of 0.5 acre-feet per acre, which is equiv- 
alent to $1,166 per acre for a full water supply. This 
presents a serious question as to the justification for 
reclamation projects in general and for the considera- 
tion of the Fryingpan-Arkansas in particular. The 
average value of the irrigated farmland in the Frying- 
pan-Arkansas area does not exceed $225 per acre. 

In contrast, average costs per acre of drainage run 
about $40 in the Southeast and from $8 to $25 in the 
Mississippi River Delta. Cost of land clearing ranged 
from $50 to $100 per acre in the Northeast where 
brush was cleared for seeded pasture, from $95 to 
$160 per acre where woodland was cleared for cul- 
tivated crops, and from $15 to $30 per acre for light 
clearing of abandoned fields. 

However, there is reason to believe that food and 
fiber requirements for our estimated 1975 population 
can be supplied by the existing farmland acreage. 

It should be concluded, therefore, that projects 
should not be justified on the basis of increasing the 
food and fiber supply. 

In addition to estimates of subsidiary benefits 
based on farm income, it has been customary to 
claim presumed increases in trade and commerce as 
offsets to the construction cost of projects. These 
have usually been computed on the gross volume of 
new business without recognition of the fact that no 
benefit is derived from the mere circulation of money. 
The Engineers Joint Council stressed that, for such 
benefits to accrue, there must be tangible gains to 
those who transport, process, and distribute goods to 
the ultimate consumer, all without increased cost 
to him. 

The Council concluded that, regardless of how 
they are estimated, subsidiary benefits should not be 
lumped with direct offsets to costs to determine the 
feasibility of any project or unit of a project for the 
development of the water resources. Where such costs 
must in large part be defrayed out of tax revenues of 
the federal government, all subsidiary benefits will be 
no more than the margin above cost to which the 
general public is entitled. 


Justification by projects rather than river basins 


Arguments have been advanced for determining 
the feasibility of projects in a drainage basin collec- 
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In hurricane—or good weather—radio-telephone hookup puts wind-swept Ocracoke Island in close contact with the mainland. 


Keeping the phones working in 


THE PROBLEM: A fewmonthsago, time 


leaped forward 50 years for the fisher- 
men of historic Ocracoke Island — 20 
miles off the North Carolina coast. Tele- 
phone service was established on the 
island for the first time, with a radio 
hookup to the mainland. 

But installing telephone cable on the 
island was no cinch. Ordinary aerial 


wires and poles were impossible; hurri- 
canes sometimes whirl onto Ocracoke 
with speeds up to 125 miles an hour. And 
there are other hazards: corrosive salt 
spray, driving sand, severe lightning 
conditions. 


THE SOLUTION: Carolina Telephone 
and Telegraph Company thought a 
direct-burial cable might be the answer. 
It was. For Anaconda engineers — with 
vears of underground cable experience— 
had developed a special plastic-jacketed 
cable for the most rugged applications. 
Now it promises to prove a match for 


hurricane alley 


Ocracoke’s corrosive soil conditions, 
moisture and abrasive sand. 


THE FUTURE: Just as Anaconda helps 
the independent telephone industry with 
its special needs, it can serve you. For 
Anaconda and its manufacturing com- 
panies — The American Brass Company 
and the Anaconda Wire & Cable Com- 
pany — offer a complete line of copper 
and copper alloy mill products, and wire 
and cable — both copper and aluminum. 
Whatever your metal problem, call the 
Man from Anaconda. The Anaconda 
Company, 25 Broadway, N. Y. 4, N. Y. 
67251 


ANACONDA 


ANACONDA WIRE & CABLE COMPANY—THE AMERICAN BRASS COMPANY 
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tively, even where the projects were | 
not mutually dependent. To adopt | 
such practices would be likely to | 
increase the amount subsidized by 
the general taxpayer, and would 
encourage uneconomical projects. 

Individual developments or proj- 
ects should each be subject to the 
standard criteria of economic jus- 
tification including margin of bene- 
fits over cost, except where such 
projects are physically and of ab- 
solute necessity interdependent. No 
exceptions should be given to or- 
derly stream development or to 
drainage basins. To allow such ex- 
ceptions would result in using sur- 
plus values or benefits accruing 
from the stronger projects to make 
up for the deficiencies of the weaker 
projects. 


Financing and repayment 


In the first 50 years of the rec- 
lamation program (1903-1953) the 
federal government undertook 91 | 
projects. These projects have cost 
much more, taken much longer to 
be paid for, and irrigated less acre- 
age than was originally estimated. 

Between 1903 and 1911 the Sec- 
retary of the Interior authorized 25 
federal projects. In 1910, at the 
time Congress made funds available 
for their completion, the estimated 
cost was about $147 million—an in- 
crease of $79 million over the esti- 
mated cost at the time of authoriza- 
tion a few years before. Up to June 
30, 1952, these 25 projects actually 
had cost nearly $304 million, and 
the estimated cost of completion 
was about $368 million. This is a | 
440 per cent increase in costs. 

Of the 25 projects, four with 
78,600 acres proposed for irrigation 
had to be abandoned with a loss of 
$1.3 million. In addition, Congress 
wrote off $16 million of the cost on 
16 of the remaining 21 projects to 
reduce the repayment obligation 
until it was within the ability of 
the farmers to pay. 

Between 1911 and 1933, 11 proj- 
ects were authorized. At the time 
of authorization, these projects were 
estimated to cost $203.8 million, 
more than half of which was for 
Hoover Dam. On June 30, 1952, 
$281.8 million had been spent and 
the estimated completed cost was 
$305.3 million. At the time of au- 
thorization, it was proposed to make 
water available to 1,441,430 acres. 
However, the irrigation allocation 
as of 1952 is to supply 994,494 
acres, of which 814,952 were irri- 
gated in 1952. 

One of the 11 projects had to be 
abandoned and Congress wrote off | 
$2.4 million on three other projects. 
The reimbursable portion of the ir- 

(continued on page 72) 
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Billy Gilbert’s routine makes 
crowds roar with laughter 






























BILLY GILBERT, 
star of the Broadway 
smash hit ‘‘Fanny’’ 


Gold Bond 


BUILDING PRODUCTS 


| NATIONAL GYPSUM COMPANY 


When Billy Gilbert twiddles his moustache 
and bulges his eyes, the audience howls in 
happy appreciation. The crowd’s noisy laugh- 
ter pays off in box-office “take.” But in busi- 


_ ness offices, noise costs money. The jangle of 


phones, the clack of typewriters, the buzz of 
conversation — all hamper concentration. The 
result: an inefficient office. 


For quiet, pleasant working conditions — and 
increased efficiency — cover office ceilings with 
Gold Bond Travacoustic tiles. You'll be 
amazed at the way they soak up disturb- 
ing sounds. Travacoustic tiles are excep- 
tionally handsome, too—they’re textured like 
travertine stone (and are just as fireproof). 
And because each tile has individual mark- 
ings, offices take on a smart, pleasantly spe- 
cial kind of look. Travacoustic ceilings are 
easy to install, can be kept clean and fresh- 
looking by vacuuming. Of course, they can 
be painted to match any color scheme. 


Free— Noise Reduction Kit. It’s full of photos, 
case histories and lots of practical suggestions 
for reducing noise in offices, stores, factories 
or homes. Mail coupon now. No obligation. 
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- National Gypsum Company 
Dept. NB-97, Buffalo 2, N. Y. 
Please send me the free Noise 

! Reduction Kit that contains 
many acoustical case histories / — 

| and tells how I can improve / 
my offices through sound con- 
ditioning. 
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A complete line of four-wheel-drive models 


Nobody else makes so many models! 
Nobody else has so much that’s new! 
What’s more, every INTERNATIONAL 
is all-truck built, to do its job better, 
longer. That’s why cost records prove 
that, over the years, INTERNATIONAL 
Trucks cost least to own. So look to 
INTERNATIONAL — traditional leader 
in heavy-duty, six-wheeler, and 
multi-stop truck sales—for your next 
truck. If you don’t see it on these 
pages, just ask your INTERNATIONAL 
Dealer about it. 


INTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 


Motor Trucks © Crawler Tractors * Construction Equipment 
McCormick® Farm Equipment and Farmall Tractors 





Now Major 
Medical 
Protection 
for Firms 
with 10° to 24 
Employees 


Travelers Special Group and Spe- 
cial Employee plans now include 
Major Medical Expense Insurance. 

By providing this protection for 
your employees and their depend- 
ents, you furnish the means to cope 
with personal disaster and add to 
day-to-day confidence on the job. 


Other features of these special 
plans are: 
Life insurance doubling in event 
of accidental death; Weekly in- 
demnity for non-occupational 
accident or sickness; Hospital, 
surgical, and medical benefits; 
Laboratory, X-ray, supplemen- 
tary accident and polio benefits. 


A complete employee benefit pro- 
gram for your company costs much 
less than you may think. See your 
Travelers agent or broker for full 
details. 

*Minimum of 15 employees required in Florida 
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rigation allocation has been set at 
$123.2 million, of which power in- 
come is to repay $890,582 and water 
users $121.3 million. Of this latter 
amount, $92.8 million is under con- 
tract; accruals total $5,419,705. 

Only four of these projects have 
been able to maintain a 40-year 
repayment schedule. The Owyhee 
projects schedules call for complete 
repayment by 2039, Grand Valley 
by 2029, and Vale by 2024—all 
about 100 years after authorization. 
Owyhee and Vale have repaid less 
than 15 per cent. 

Between 1932 and 1942, 34 proj- 
ects were authorized, three of which 
have a poor record of both estimat- 
ing and repaying costs. These are 
Central Valley, Columbia Basin, 
and the Colorado-Big Thompson. 
The estimated cost of 32 of the 34 
projects of this decade at the time 
of authorization was $917 million. 
The completed cost of these proj- 
ects, as estimated in 1952, was 
$2,161 million, and of all 34 proj- 
ects, $2,199 million. 

Of the 1952 estimated completion 
cost, $656.2 million or 29.8 per cent 
is charged to power, $259.5 million 
or 11.8 per cent to flood control 
and other nonreimbursable purposes, 
$1,283 million or 58.3 per cent to 
irrigation. Of the total irrigation 
allocation, nonreimbursable items 
for relief and other purposes amount 
to $29.9 million, leaving $1,253 mil- 
lion to be repaid—$661 million from 
power revenues, $565 million by the 
water users, and the remainder from 
other sources. Contracts to cover 
the water users’ obligation amount 
to $385.7 million on which $3.4 
million or less than one per cent 
of the water users’ obligation has 
become due and been repaid. 

At the time of their authorization, 
these projects were supposed to irri- 
gate 5,209,707 acres. However, the 
1952 estimate came to almost 1 
million less, or 4,490,168 acres. 

The three big projects, Central 
Valley, Columbia Basin and Col- 
orado-Big Thompson plus Davis 
Dam and San Luis Valley and Pal- 
isades projects account for $1,136 
million of the $1,244 million in- 
crease in cost of all projects be- 
tween the time of authorization and 
1952. The increase in cost for these 
six projects amounts to 147 per 
cent, as compared with an increase 
of about 74 per cent for the other 
26 projects. 

Seven of the other projects in this 
group have a high degree of write- 
off. They are W. C. Austin, Buffa- 
lo Rapids, Buford-Trenton, Eden, 
Mancos, Mirage Flats and Newton. 
Originally estimated to cost $17 
million, the 1952 estimate was $33 
million, an increase of 93 per cent. 


Write-offs amount to $18.5 million, 
about $2.5 million more than the 
increase in cost, and 115 per cent 
of the original estimates. 

Between 1942 and 1953, 20 proj- 
ects were authorized. The total cost 
estimated in 1952 was $445.7 mil- 
lion. Again, some of the projects 
were poorly estimated. Hungry 
Horse, for example, was estimated 
to cost $48 million at the time of 
authorization. But the 1952 esti- 
mate was $102.9 million. 

The Missouri Basin contract, ap- 
proved by Congress in 1944, is so 
large that it requires special atten- 
tion. In 1944, the Bureau of Rec- 
lamation portion of the Missouri 
River Basin project was estimated 
to cost $840 million. In 1953, the 
same work was estimated at $3.7 
billion, an increase of 343 per cent. 
The entire plan was reconsidered, 
and in 1956 the project was esti- 
mated at $2.8 billion, which was a 
234 per cent increase. 

Two projects of the original plan 
are good examples of the poor plan- 
ning and unnecessary expenditures 
of the Bureau of Reclamation. The 
original plan included the Missouri- 
Souris project in North Dakota and 
the Oahe project in South Dakota. 

The original plan for the main di- 
vision of the Missouri-Souris proj- 
ect called for irrigation of 1,275,000 
acres—more than one fourth of the 
total area of new irrigated land 
(4,760,000 acres) contemplated for 
ultimate development under the 
plan. The cost of bringing this land 
under irrigation was to be $123 mil- 
lion. By 1952 the estimated cost 
had risen $438 million. 

After construction had started, 
soil experts of the North Dakota 
State Agricultural College, and 
others, questioned the feasibility of 
irrigating much of the land in- 
cluded in the project. This led toa 
special investigation by a board of 
three outside experts, and a finding 
that a large proportion of the land 
should not be irrigated. 

Thereafter, the Bureau of Recla- 
mation abandoned its efforts to de- 
velop this area. 

The proposal to irrigate 750,000 
acres in the James River Valley of 
northeastern South Dakota in con- 
nection with the Oahe project fol- 
lowed a similar course. The plan 
authorized in 1944 contemplated ir- 
rigating the 750,000 acres at a cost 
of $84 million, or more than $300 
per acre. Agricultural officials of 
the state seriously questioned the 
feasibility of the project from the 
agricultural standpoint, as did some 
individuals within the Bureau of 
Reclamation itself. 

These developments led the Sec- 
retary of the Interior to appoint a 
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ested experts to study the proposed 
unit. This committee has con- 
cluded that it would not be feasible 
to develop some 250,000 acres of 
the area originally selected, and 
that the remainder of the area 
should not be put under irrigation 
unless expensive drainage systems 
were first installed. 

The situation is further compli- 
cated by the fact that the Oahe area 
is in a belt where the annual pre- 
cipitation of from 21 to 24 inches 
makes it possible to grow, in most 
years, good crops of alfalfa, corn, 
and other field crops without irri- 
gation. All the land is privately 
owned, and it is certain that in the 
circumstances outlined a great ma- 
jority of the farmers would not care 
to burden themselves with high-cost 
irrigation works which would stand 
idle much of the time. 

The Upper Colorado River Stor- 
age Project was approved by the 
President in April 1956. It author- 
ized $760 million to be appropri- 
ated for four storage projects and 
11 participating projects. Of the 
$199,749,400 allocated to irrigation, 
$80,546,500 will be paid by the 
water users, leaving $119,202,900 to 
be repaid from power revenues. 

The power features will be paid 
off first, with interest, from the sale 
of electricity. After those expendi- 
tures are liquidated in an estimated 
50 years, the power profits would 
be used to pay off the costs of the 
irrigation aspects of the plan. Ac- 
cording to Robert LeRoy Cochran, 
ex-Governor of Nebraska and an 
official of the Bureau of the Budget, 
such repayment, if ever made, would 
take considerably more than an- 
other half century. 

Mr. Cochran also pointed out 
that the power features might well 
be obsolete in 50 years. 

Meanwhile, because of the high 
construction costs per acre of the 
irrigation works and the accumulat- 
ing unpaid interest, the federal sub- 
sidy would be enormous. 


Conclusion 


Reclamation does not pay for it- 
self and has no general and regu- 
larly observed rule of repayment 
nor any contractual term which 
cannot be changed at any time. On 
many of its projects there is only 
a remote possibility of repayment, 
and the costs will ultimately be 
written off by the taxpayers. The 
write-offs plus the interest add up 
to a considerable sum, which is 
taken out of the pockets of all the 
People for the benefit of a few. 

In its conservation and control of 
waters, the federal government is 
depriving the recipients’ of some of 
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EXPANDING GOVERNMENT 


their liberties. Under the 1939 Act, 
the Secretary of the Interior was 
authorized to make contracts to 
water users which, in effect, put the 
government in permanent posses- 
sion of the water rights, even. after 
the costs allocated for repayment 
have been paid off in full. The rea- 
son given to Congress for this form 
of contract was to provide relief for 
water users unable to comply with 
the statutory 40-year period. 

The Engineers Joint Council has 
stated that there was no need for 
the federal government to acquire 
any proprietary rights to such wa- 
ters. Intrastate waters should re- 
main in the control of the individual 
states. Jurisdiction over interstate 
waters can best be effected through 
compacts between states. 

It can be seen that the federal 
government, in its role as the trus- 
tee in charge of disbursement of tax 
revenues and in its role as a banker 
responsible for the soundness of his 
loans, has failed to meet many 
established economic and financial 
principles. 

Water resources have not been 
developed when they are needed, 
for we are spending millions irri- 


7. Adverse 





gating land for additional crops at 
a time of agricultural surplus. The 
claim that these lands will be 
needed for the food and fiber sup- 
ply of future generations is made 
without taking into consideration 
other means which may provide a 
greater supply at far less cost. Rec- 
lamation projects, therefore, are not 
being developed to meet proven 
economic requirements. The abuse 
of the benefit-cost ratio and the 
dreaming up of dubious benefits to 
make the project look good are ex- 
amples of the failure to meet these 
requirements. 

Those who are receiving the pri- 
mary benefits from _ reclamation 
projects are not paying the cost of 
those benefits and the taxpayer ends 
up paying for a large share of the 
benefits that the farmers within the 
project area are receiving. 

Such actions, although not so- 
cialistic in the full sense, tend to 
undermine the free enterprise sys- 
tem of growing crops and meeting 
the country’s food supply. Certain- 
ly, through these federal subsidies, 
which are fast getting out of hand, 
the seeds of federal paternalism or 
even socialism are further spread. 


effects 


of grants-in-aid on 
the federal system 


> In eight years the money 
being spent for federal 
grants has doubled 


> Some states depend on 
grants for 20 to 30 
per cent of their budgets 


> Federal encroachment on 
state authority jeopardizes 
the federal system 


THE FEDERAL SYSTEM is so in- 
grained in America’s character, tra- 
dition, and political institutions that 
any force which in any way touches 
upon it or affects it should be a mat- 
ter of serious interest and concern 
to all the people. This statement 
rests upon two basic assumptions: 
First, that American federalism is a 
highly desirable and essential con- 
figuration of government; and, sec- 
ond, that it is a fairly sensitive and 
complicated mechanism. 


For these reasons, the role of 
grants-in-aid in our society deserves 
our most thoughtful consideration. 
Both the number of grant programs 
and the amount of money involved 
have shown marked increases in re- 
cent years. Unless basic changes 
are made in policy, there is every 
indication that this upward cycle 
will continue. 

This trend, if not reversed, poses 
a real threat to the federal system. 
Power accompanies money, and as 
the states and even the local units 
have become more and more de- 
pendent upon federal funds and 
have witnessed the progressive in- 
trusion of the national government 
into what have always been con- 
sidered their own areas of responsi- 
bility, they have found their activi- 
ties, authority, and the control of 
their own destinies more and more 
circumscribed. Conversely, the gov- 
ernment in Washington, already 
heavily burdened with legitimate 
responsibilities with which it alone 
can deal, continues its encroach- 
ment into the field of state govern- 
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ment. By undertaking projects and 
services that could be handled more 
expeditiously and less expensively 
at the state and local level, the fed- 
eral government, through the grants 
system, has jeopardized the equilib- 
rium of the federal system. It is 
not surprising that many people be- 
lieve that the grants program, as it 
now exists, is wrong and dangerous 
in principle, wasteful and inefficient 
in practice, and that we can ignore 
its implications for the future only 
at peril to our fundamental politi- 
cal values and institutions. 


Brief history of grants-in-aid 


Grants on the vast scale to which 
we are now accustomed are strictly 
a product of the Twentieth Century 
and primarily a development of the 
past 25 years or so. 

Especially since World War II, 
both the dollar expenditures for 
grants-in-aid and the number of 
grant programs have shown a steep 
climb. In sharp contrast to the $900 
million of federal money spent for 
grants in 1946, something more than 
$5 billion, including money from 
the highway trust fund, is budgeted 
for grants for fiscal 1958. This be- 
comes even more shocking when 
one considers the great prosperity 
enjoyed throughout these years. 

During approximately this same 
period, the number of separate 
grant programs has _ substantially 
increased. More than 50 programs 
are now in operation, and more 
than half of them have been set in 
motion since 1944. 

With the addition of new grant 
programs, the expansion of estab- 
lished programs, and the staggering 
increases in the amounts of money 
involved, has come additional fed- 
eral control over the destinies of the 
states. Once these controls become 
entrenched, they are difficult to dis- 
lodge. The growth of federal au- 
thority within a state means a 
consequent loss in the state’s own 
authority and an increase in its 
dependence upon the central gov- 
ernment. There is a real danger 
that this trend will get completely 
out of hand, with the result that the 
states will degenerate into no more 
than geographical and administra- 
tive units under an all-powerful na- 
tional government. 

If it should come to this, our fed- 
eral system, instead of being the 
strong and vigorous arrangement of 
governments which has done so 
much to preserve our freedom, 
would become no more than a cher- 
ished memory of the good old days. 


Federalism and grants today 


What is the condition of our fed- 
eral system today? Is it still in 


good health? Does it still contain 
the strength to serve the nation as 
well in the future as in the past? 
These are vitally important ques- 
tions to the American people, and 
we are fortunate in having at our 
disposal a wealth of current data 
from which to seek the answers, 
Within the past few years the fed- 
eral system has been subjected to, 
perhaps, the most thoroughgoing ex- 
amination in our history. The Com- 
mission on Intergovernmental Rela- 
tions brought together a substantial 
amount of useful information and 
analysis which merit the careful 
consideration of all who wish to un- 
derstand federalism in the United 
States. 

The Commission report observes 
that “the national government has 
gradually undertaken some new ac- 
tivities which are susceptible of a 


large measure of state and _ local! 


handling,” and that the more effec- 
tively state and local governments 
can function “the less occasion there 
will be for by-passing state action 
in the future.” 

In the final analysis, the report 
continues, “the preservation and 
strengthening of our federal system 
depend . . . on the self-restraint and 
responsibility, as well as the wis- 
dom, of our actions as citizens.” 
Tolerance and room for diversity of 
policy must be maintained if we 
are to preserve the essence and not 
just the legal fiction of federalism. 
We, as citizens, have the duty to 
make certain that the needs of the 
people that could be dealt with by 
state and local governments do not, 
by default, have to be met by the 
national government. 


Economic inroads of grants 
into state government 


Broadly speaking, under the 
grants-in-aid system the federal gov- 
ernment, through its taxing powers, 
draws money out of the states and 
then reallocates it to the states in 
accordance with the types of grant 
programs in effect, the distribution 
formulas in effect, and the needs of 
the states. 

Any type of grant-in-aid redistri- 
butes the wealth because most fed- 
eral taxes are based upon ability to 
pay whereas grants are apportioned 
primarily upon the basis of needs, 
as accurately as these needs can be 
determined. 

The federal government becomes, 
therefore, an arbiter of who gets 
what and how much. 

Many people regard the round 
trip the money takes from the states 
to Washington and back as being, 
at the least, absurd, unnecessary, 
wasteful, inefficient, and unjust to 
the more prosperous states. At the 
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worst, this procedure threatens to 
sap the states of all their vitality 
and purpose while the national gov- 
ernment grows ever larger and more 
powerful. 

The movement of taxing power 
from the state and local govern- 
ments to the national government is 
a comparatively recent development. 
A study made by the government 
of Indiana revealed that in 1932 
local and state governmental units 
collected and spent three fourths of 
all taxes, leaving one fourth to the 
federal government. In 1954, this 
study goes on to say, the reverse 
was true. “Three fourths of all tax 
dollars go to the federal govern- 
ment, one fourth to local and state 
units.” It is interesting to note that 
this inversion coincides closely with 
the burgeoning of grants-in-aid. 

This shift in tax power and the 
concomitant mushrooming of the 
number of grants programs and the 
money involved in them has been 
noted by a number of other observ- 
ers. For example, Harley L. Lutz, 
a distinguished economist, has ex- 
pressed his alarm over what this 
may mean to the future relationship 
between the federal government and 
the states. He says that the in- 
creasing taxing power of the nation- 
al government has reduced the 
capacity of state and local govern- 
ments to meet their costs out of 
what tax sources are available to 
them. This makes the apparent case 
for grants seem stronger, result- 
ing in higher federal taxes and 
still fewer tax sources for the states. 
Here indeed is a vicious circle. If 
this policy is allowed to continue 
and expand, the dependency of the 
states upon federal money could 
become so great that they would lose 
all their capacity to resist domina- 
tion from Washington. 

It has been asserted that the states 
cannot or will not raise the money 
at home and spend it for services 
the people want, and that, therefore, 
the federal government must under- 
take these responsibilities. Since 
the money comes from the states in 
the first place, the validity of this 
argument can be questioned. 

The fiscal aspects of grants have 
damaged American federalism in 
other ways than just through the 
tendency of the national govern- 
ment to take over so many tax 
sources. The desire to get free money 
has tempted some states to expand 
grant programs that simply do not 
need expansion. As a result, other 
services in these states that may 
really need development often have 
to suffer. 

Another phase of this fiscal domi- 
nation of the states by the federal 
government is revealed in the feel- 
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ing of compulsion states sometimes 
experience to spend unnecessarily 
and beyond their means just to get 
some of their own money returned 
to them. 

The idea that federal grants rep- 
resent free money and a real saving 
is about as persistent in some minds 
as it is erroneous. It is not unusual 
for a project within a state to cost 
more with federal assistance than if 
it had been built solely with local 
funds. 

The purely administrative costs 
of federal grants are impossible to 
calculate accurately. The New Jer- 
sey Taxpayers Association is prob- 
ably correct in saying that “‘no one 
knows.” Although there are figures 
available that show administrative 
costs for a few programs as being 
almost 20 per cent of the total grant, 
it is doubtful whether these costs 
can be as exactly determined as the 
amount, say, of an over-all appropri- 
ation. A dollar taking the trip from 
a state to Washington and back to 
the state certainly undergoes a 
measure of shrinkage, and it is not 
surprising that many people wonder 
why it has to take this trip at all. 

In still another way the fiscal 
features of the federal grants have 
brought about the intrusion of the 
national government into what is 
generally considered to be purely 
a state affair. The states’ own in- 
ternal budgeting problems have 
been greatly increased by grants, 
and as federal aid has come to make 
up more and more of each state’s 
finances, the budgeting difficulties 
have likewise increased. When one 
considers, for example, that the 
budget for Ohio for 1953 included 
49 different federal appropriation 
items, the problems of that state’s 
budget officers become immediately 
apparent. 

The state’s budget is to some ex- 
tent contingent upon what action 
the national government takes from 
year to year with regard to grants. 
The long view of the state’s financial 
prospects is, therefore, difficult to 
conceive, and a lot of second-guess- 
ing is required of state officials. All 
of these problems are heightened by 
the fact that with some of its grant 
programs the federal government 
by-passes the state treasury and the 
state’s budgeting operations, and 
there is a tendency for the state to 
lose control of the whole situation. 


Administrative and political 
inroads of grants into 
state government 


To get federal aid for a project, 
a state must comply with the rules 
laid down by Washington. This 
also applies in many cases, to the 
wages paid workmen, although these 
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ing rate for similar work. If a state 
cannot or will not comply, the 
money may not be forthcoming. 

The setting of project specifica- 
tions by remote control from Wash- 
ington is only one of the many 
ways by which the federal govern- 
ment is chipping away at state 
autonomy. The establishment of 
standards for state personnel who 
handle grant money presents an- 
other foot-in-the-door approach by 
which the federal government can 
exercise some control over the states. 
As with project specifications, these 
personnel criteria are often set with 
little or no regard for the accepted 
traditions or practices of the vari- 
ous states. 

Controversies between the nation- 
al government and the states that 
are directly or indirectly attribut- 
able to the setting of these personnel 
standards have been commonplace. 

It may not always be true that 
the placement of state employes 
under civil service standards and 
their enforced compliance with these 
standards work to the benefit of a 
state agency. A provision to this 
effect is, however, incorporated in 
some grant laws. The genuinely 
harmful results of this provision 
were noted in Massachusetts. Per- 
sonnel standards in that state have 
been lowered in the Public Health 
Commission as a result of the en- 
forced application of civil service 
rules. 

The services of some exceptionally 
trained medical men have been lost 
because they did not wish to be re- 
stricted by the rigid civil service 
requirements. 

It is not only through the estab- 
lishment of personnel standards that 
the federal government, in its grant 
programs, tends to weaken the gov- 
ernments of the states in ways con- 
cerning personnel. There are ele- 
ments that rarely go. down on paper 
and psychological factors that are 
occasionally as real and injurious 
to the states as they may be in- 
tangible. 

For example, there is sometimes a 
problem of loyalty. It should be 
safe to assume that the primary 
loyalty of a state employe is to his 
superiors and to his state govern- 
ment. But if this employe’s job is 
to administer federal grant money, 
he may find himself in an uncom- 
fortable position if the interests of 
the state should conflict with a grant 
program. Although it certainly can 
be assumed that the overwhelming 
number of government employes at 
all levels of government are con- 
scientiously trying to do their best 
work, it would be naive to conclude 
In all cases every employe would 


wages may well exceed the prevail- - 
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Payable for total disability due to non- 
occupational accident or sickness. Differ- 
ent amounts and benefit periods available. 


© 
Medical Care Benefits 


To help meet hospital, medical and sur- 
gical expenses due to non-occupational 
accident or sickness. Several benefit sched- 
ules available for insured employees and 
their dependents. 


Ask your New York Life agent for in- 
formation now, or write to address below. 


Individual policies or a group contract 
may be available, depending upon number 
of employees and applicable state law. 


NEW YORK LIFE 


INSURANCE COMPANY 
51 Madison Avenue, New York 10, N. Y. 


A Mutual Company Founded in 1845 


The New York Life Agent in 
Your Community is a Good Man to Know 
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shun what he believes to be his own 
best interests in such a test. 

The government also may coerce 
a state into a reorganization of its 
governmental structure. 

For instance, compliance with the 
provisions for public assistance 
grants may require a state to desig- 
nate a certain agency or set up a 
special agency to administer this 
money. 

The fact that a state believes that 
its existing facilities may be ade- 
quate or that its own plans might 
be better than those prescribed by 
federal law may make no difference. 
The reorganization must be under- 
taken regardless. 

One of the most damaging effects 
of federal grants-in-aid upon the 
strength and structure of state gov- 
ernments is their tendency to weak- 
en executive control and responsi- 
bility and to increase greatly the 
problems of efficient administration. 
Too often the governor finds that 
he simply cannot do his duties well 
and thoroughly because of the way 
grants are administered. Too often 
for the same reason the administra- 
tive apparatus of the state is splin- 
tered and disintegrated and by no 
means as effectively under control 
as it should be. 

A management consultant firm 
found, for example, that in Con- 
necticut the necessity for the state 
to comply with certain federal ad- 
ministrative criteria in order to get 
grant money discourages, if it does 
not actually prevent, quality ad- 
ministration. 

It was found that some state 
agencies in South Carolina that are 
administering grant funds are de- 
veloping and growing in a different 
direction and at a different speed 
from those agencies not handling 
federal money. 

More than 50 years ago James 
Bryce listed as one of the blessings 
of the federal system the belief that 
‘fit prevents the rise of a despotic 
central government, absorbing other 
powers, and menacing the private 
liberties of the citizens. . . . The 
states are represented as bulwarks 
against its encroachments.” 

Less than a decade ago, in a re- 
port on federal-state relations pre- 
pared for the First Hoover Com- 
mission, a study group declared: 

“Through the grants-in-aid, the 
national government influences, and 
to some extent controls, 75 per cent 
of the total activities of state gov- 
ernments. With grants goes control. 
With control goes power. With 
power goes centralization—and in 
too much centralization lies danger 
to our entire federal system of gov- 
ernment.” 

Since those words were written 





the amount of money being spent 
for federal grants has doubled. 

There is reason to think that new 
grant programs calling for new ex- 
penditures, as well as increased out- 
lays for established programs, are 
to be expected in the future. Not 
including expenditures from the 
highway trust fund, the 1958 budget 
estimates that net expenditures for 
aid to state and local governments 
will be more than $500 million 
greater in fiscal 1958 than in fiscal 
1957. 

Grants for the established pro- 
grams continue to rise. Primarily 
as a result of legislation enacted in 
1956, payments to the states for 
public assistance are expected to be 
$97 million higher for fiscal 1958 
than for 1957. The net increase in 
all other established programs totals 
$249 million. Although there will 
be some decreases, they will be more 
than offset by numerous increases in 
such categories as_ construction 
grants for waste-treatment facilities 
and aid for schools in federally 
affected areas. 

The assumption of new powers 
by the government has moved stead- 
ily ahead during the past genera- 
tion. A study made a few years 
ago by the Legislative Reference 
Service lists almost 200 government- 
al functions which have been trans- 
ferred from the states to the federal 
government or to joint control since 
1920. This is just a selected, not 
a definitive, list. 

Money allocated for grants con- 
stitutes five or six per cent of the 
total federal budget, but it makes 
up a much higher proportion of 
many state budgets. Over the years 
the percentage of state budgets 
supplied by grant funds has tended 
to increase, making the states pro- 
gressively more dependent upon 
this money. In 1915, only 1.2 per 
cent of the total state revenue re- 
ceipts came from federal grants. In 
1929 this figure had reached 5.2 
per cent. 

Through the late 1930’s and into 
the World War II years, the pro- 
portion of total state revenue de- 
rived from grants remained between 
13 and 14 per cent. It dropped to 
10.9 per cent in 1945, but had risen 
to 13.2 per cent by 1947. In 1954, 
16.9 per cent of all general state ex- 
penditures came from federal grants. 
These figures are averages for all 
of the states. Several states receive 
from 20 to 30 per cent of their 
budget in the form of grants, and in 
a few states the ratio is even higher. 

This dependence of the states 
upon grants today and the trend 
toward even larger grants and 
greater centralization of power in 
Washington are interrelated phe 
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This “office boy” travels 25 ft. per second | 


Here is a jet-propelled communication system that 
delivers messages and bulky paper work ... sends 
samples, medicine, nuts and bolts... from desk to 
desk, office to plant—in seconds. 

Airmatic Systems Corporation, an associate of 
International Telephone and Telegraph Corporation, 
has brought the magic of automatic dial telephone 
switching to the pneumatic tube carrier. You simply 
dial the destination on a standard telephone dial 
and the rugged, jumbo-size carrier is automatically 
routed to the right station. 


For a bank, hospital, business or factory .. . the 
simplified “special delivery” services provided by 
an IT&T automatic selective pneumatic tube system 
will speed communication, move orders and mate- 
rials faster, save miles of walking . . . for continuous, 
instant, dependable 24 hour unattended service. 





INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION, 67 Broad Street, New York, N. Y. 


For information about automatic selective pneumatic tube systems write to Airmatic Systems Corporation, an associate of ITaT, Fairview, N. J. 
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GROUP DIVISION 


AINA LIFE 


INSURANCE COMPANY 
HARTFORD, CONNECTICUT 


Affiliates: A2tna Casualty and Surety Company 
Standord Fire Insurance Company 
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nomena that do not foreshadow a 
hopeful future for either the states 
or the federal system. The pros- 
perity and strength of the states 
and of American federalism are in- 
separable. They will flourish or 
fade together. 

Our grants-in-aid may be leav- 
ing largely unmarred the facade of 


state sovereignty and the formal 
structure of federalism, but their 
substance is being drained off. The 
longer we ignore or remain indiffer- 
ent to this trend, the more difficult 
it will be to arrest or reverse it; and 
for the possible tragic consequences, 
we shall have no one but ourselves 
to blame. 


8. Foreign aid as a 
subsidy to 
nationalization 


p> Foreign governments have 
used our money to fatten 
nationalized industries 


Italy refused private 
capital from America but 
took aid dollars 


> 


> 


European countries have 
reduced their public 
debts with our help 


IN COUNTRIES WHERE national- 
ization programs have long been un- 
der way, it is evident that postwar 
financial aid from the United States 
has assisted the movement. 


Socialization in Western Europe 


Since World War II socialism has 
been encroaching upon the free econ- 
omies of Western Europe, Eastern 
Europe, and Asia. 

The war brought much havoc to 
normal economic relationships on 
the European continent. Physical 
plant, population, property relations 
and emotions all were radically al- 
tered. In the areas of Europe occu- 
pied by the Germans, property own- 
ers had been liquidated, currencies 
were all but exhausted. 

Because of the disruptions caused 
by six years of conflict, the people 
were weary of war, uncertainty, un- 
employment, and other dislocations 
resulting from conflict. The war had 
bred a reliance upon government for 
the necessities of life and radical 
groups expected their demands to be 
met in return for the cooperations 
they had given in the war. People 
seemed more concerned over person- 


’ al security than anything else. Their 


spirit of initiative and self-reliance 
appeared to be shattered. 


As a result of these conditions, the 
countries of Western Europe have 
relied upon programs of nationaliza- 
tion of industry, particularly basic 
or key industries, as a partial answer 
to their economic troubles. Private 
capitalism has lost ground. 

It is true that in most of Western 
Europe the railroads, the postal 
service, telephones and radio com- 
munications, and many public utili- 
ties were public enterprises before 
World War II. 

While the degree and intensity of 
nationalization since the end of the 
war has varied from country to coun- 
try, depending upon the amount of 
nationalization already undertaken, 
the economic condition of the coun- 
try, the strength of the political par- 
ties advocating nationalization, and 
other factors, only a few countries in 
Western Europe have not under- 
taken some nationalization. 

The large financial resources 
needed to implement socialization 
programs have not always been 
readily available. In some cases the 
effect of foreign aid has been to facil- 
itate nationalization and socializa- 
tion schemes already under way. 

During the war, of course, aid 
funds were employed exclusively for 
the defeat of Germany and Japan. 
The really perplexing questions 
arose after the war. Specifically, does 
our financial aid support national- 
ization programs in the recipient 
countries? 

Clearly, the answer is yes. Al- 
though it is true that the degree to 
which the success of such programs 
should be attributed to foreign aid 
cannot be determined, it stands to 
reason that nationalization pro- 
grams have been aided, both direct- 
ly and indirectly, by the postwar 
financial assistance from the United 
States. 

[Epiror’s NOTE: America has 
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©Friden Calculating Machine Co., Inc., 


... With the fully automatic Friden Calculator—the 

one and only Thinking Machine of American Business 
—taking over everyday statistical work for payroll, 
invoicing, inventory, sales analysis, all the figuring you do! 


You move your business deep into the new automatic figuring era 
the day you buy a Friden Calculator. It performs more steps in 
figure-work without operator decisions than any other calculating 
machine . . . delivers near instantaneous answers at the touch of a 
key ...is the essential programmer in many IDP systems. Watch 
the Friden Calculator go to work on your toughest figuring routines. 
See the time savings it brings. Many models, all simple to operate. 
Call your nearby Friden Man. 


brings you an automatic office 


Commercial Controls Corporation, Rochester, N. Y., Subsidiary 


San Leandro, California—sales, instruction, service throughout U.S. and world. 











SIDE CHAIRS SAVE 
SPACE AND MONEY 





420 SIDE CHAIR 
with Space-Saver Legs 


These smart new Harter side chairs are 
compact, comfortable and easy to keep 
clean. Side chairs or armchairs with wall- 
saver legs to protect office and reception 
room walls or with space-saver legs to 
conserve every inch of floor space. Fine steel 
construction assures long-lived good looks. 
Easy-on-the-budget prices. Write for name 
of your nearest Harter dealer. Without 
obligation, he'll be glad to give you a free 
trial of these chairs in your own offices. 


HARTER CORPORATION 
909 Prairie St., Sturgis, Michigan 


& HARTER 


STEEL CHAIRS 


MICHIGAN 





Give Something Different! 


ABOUT 1%” WIDE 


Any Calling Card or 
Personal Signature 
Faithfully Reproduced as 


CUFF LINKS 


Tired of sending the same old gift? Here’s something 
refreshingly new! On lifetime metal we'll handcraft 
beautiful Cuff Links or Tie Bar, reproducing any busi- 
ness or calling card completely, or any signature or 





tr t ‘or your 3, 
propects. caplevese, friends. Satin Silver Finish: 
CUFF LINKS, $7.95 pair; TIE BAR, $4.95. Gold 
Plated: CUFF LINKS, $8.95 pair; TIE BAR, $5.50. 
Tax included. Gift-boxed. Special discounts for 30 or 
more. Will drop ship if desired. Allow 2 to 3 weeks for 
delivery. Order for yourself and others. Satisfaction 
guaranteed. Send calling cards or signatures you wish 
reproduced. Specify items and whether Silver or Gold. 
Check with order unless rated. No C.0.D, please. 


W. N. DRESDEN & ASSOC., Mfrs. 
Dept. B-6, 179 W. Washington, Chicago 2, Ill. 
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spent $64 billion on foreign aid since 
World War II. The Mutual Security 
Program for fiscal 1957 earmarked 
$527 million for economic aid pur- 
poses. Other money has gone into 
direct military assistance, to refugee 
aid and other channels. ] 


About half the national income of 
the United Kingdom is presently be- 
ing spent by the state. 

When the Labor government 
came into power in 1945 it embarked 
upon a broad program of nationali- 
zation and a cradle-to-the-grave pro- 
gram of social security. A radical re- 
building of the economy along so- 
cialist lines was undertaken, not- 
withstanding the desperate financial 
situation of the country. 

Since 1945, when the program 
was initiated, millions of pounds 
sterling have been spent to pay for 
the property of industries that have 
been nationalized. 

A substantial proportion of our 
nonmilitary aid has gone to nation- 
alized industries in the United King- 
dom and other Western European 
countries. 

During the years 1940-1951, when 
most of the postwar nationalization 
was undertaken, with Lend-Lease, 
emergency relief, the loan to Britain, 
the Marshall Plan, military aid, the 
North Atlantic Pact, and other pro- 
grams, the total of American wealth 
distributed throughout the world has 
been about equal to the present na- 
tional wealth of Great Britain. 

What did Western Europe do with 
these billions? We sent them food, 
fuel, raw materials, machines, and 
even permitted some of our aid to be 
used to retire their public debts. 
With the aid provided, we built for 
them new factories, new power 
houses, and modern roads. 

We restored their railroads, we 
built irrigation works, and we pro- 
vided aid for agricultural programs 
in their colonies. 

Some people emphasize that much 
foreign aid has been granted to fa- 
cilitate the disposal of our surpluses, 
especially agricultural surpluses. In 
the back of the minds of such people 
appears to be the thought that, be- 
cause certain products are in over- 
supply in the United States, they are 
no longer wealth and hence no long- 
er valuable. 

Whether or not the products that 
we give away are surpluses, they still 
are wealth. Although our plane of 
living has been rising while we have 
been extending aid, would it not 
have risen more had we employed in 
our own country the wealth that we 
have given away? 

Could not some of this money 
have been used to reduce our own 


huge public debt instead of making 
it available to other countries for 
that purpose? 

Aid to nationalized industries 


It has been said that, in our for- 
eign aid programs, the nationalized 
industries have been given financial 
aid in preference to private industry. 
Roy Gillford, of the Detroit Board 
of Commerce, in testifying on the 
extension of European recovery, 
stressed that the Economic Co- 
operation Administration program 
placed almost everything on a 
government-to-government basis. 

He stated that there was no desire 
on the part of the British Labor 
government to help private industry. 
Since many of the other Western Eu- 
ropean governments were in the 
process of nationalizing many of 
their key industries, they, too, would 
be likely to favor government rather 
than private enterprises. One of the 
main criticisms of the European Re- 
covery Program, he felt, was that it 
started at the government level, rath- 
er than with requests from business, 
a practice which tended to shut out 
private enterprise. 


France 


In France the first big plunge. into 
the nationalization of industry took 
place in April, 1946, when the state 
took over the production, distribu- 
tion and transmission of electricity. 
A month later came the coal mines. 
Before the war the state was in con- 
trol of the railroads, aircraft facto- 
ries, civil aviation, the central bank, 
the Alsatian potash mines, and the 
manufacture of tobacco. It also had 
acquired the branch banks and, as a 
result of the war, it had fallen heir 
to considerable interests in the auto- 
mobile (Renault) and chemical 
(Francolor) industries. 

Once she had taken over these 
large industries France faced the 
problem of modernization and re- 
pair of war damage. Five years after 
the nationalizations by the French, 
the Statist reviewed how successful 
the program had been in coal mining 
and electrical production. It said: 

“But what is abundantly evident 
is that Marshall aid has been the 
salvation of nationalized coal mines 
and electricity.” 

In 1952, Richard B. Frost pointed 
out in the magazine, “Inside Michi- 
gan,” that the taxpayers of the 
United States were paying for the 
construction of the French Genissiat 
project. This entailed huge power 
and navigational projects on the 
Rhone and Rhine rivers. In this 
article Mr. Frost stated that no con- 
sideration had been given to whether 
the project would be self-supporting 
or self-liquidating. The entire cost of 
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TO HELP 

YOUR COMMUNITY 
ELIMINATE 
TRAFFIC JAMS... 


and attractive © 


For more detailed information on how to cure traffic congestion, write Section 107-41, 
General Electric Company, Locomotive and Car Equipment Dept., Erie, Pa. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 











is your probiem 

electronics? 
call 

Altec Service 


Deal with the foremost 
nationwide organization of 
electronic engineering specialists 
in the field of public address, 
background music, industrial TV 
equipment and devices demanding 
expert installation, maintenance 
and service. 





Our division and branch offices 
blanket the United States with 
regular and emergency service. 


A telephone call or letter will bring 
an ALTEC-trained electronics 
engineer to discuss and solve | 
your problem. 


Don’t delay. Call ALTEC first! 





161 Sixth Avenue e New York 13, N.Y. 











PACKAGING 
MANUFACTURERS 


The recent Fantus study of 
IOWA shows your industry 
as one of 26 particularly suited 
to an Jowa location. 


A detailed analysis of poe 
company’s potential in Iowa 
will be compiled from the 
Fantus Study upon request. 
Write to us on your company 
letterhead to the address 
below — a representative will 
contact you. 


IOWA DEVELOPMENT COMMISSION 
375 Jewett Building 
Des Moines 9, lowa 














the program was to be borne by the 
already overburdened taxpayers of 
the United States. Although the 
project was so costly that it was 
turned down twice by French tax- 
payers, the United States came to 
the rescue. 


Italy 


Edmund Stevens wrote a series of 
articles in the Christian Science 
Monitor in November and Decem- 
ber, 1952, entitled “United States 
Aid and Italy,” which shows how our 
assistance program has helped per- 
petuate government control of indus- 
try. He points out that: 

“In Italy, nationalization has gone 
further than in any country this side 
of the Iron Curtain, not excepting 
Great Britain, which, after the war 
deliberately embraced socialism.” 

In the same article, Mr. Stevens 
states: 

“Not only did (the original) 
framework of state enterprise sur- 
vive the demise of fascism, it has 
grown far more rapidly since the war 
than it ever did under Mussolini, 
thanks, in no small measure, to 
American aid.” 

In Italy the aid program has failed 
to make credit available to private 
enterprise and to lower prevailing 
interest rates. Four main groups— 
FINSIDER, the state steel trust; 
FINMECCANICA, the state mechan- 
ical trust; the power interests (state 
and private combined) and the pri- 
vate automobile monopoly, FIAT—ac- 
counted for more than two thirds of 
all aid. Small business received only 
small amounts of help from the ECA. 
As Mr. Stevens points out, only $6.5 
million out of $250 million worth of 
dollar purchase loans to Italian in- 
dustry was parceled out in loans of 
less than $15,000. 

In another article Mr. Stevens 
said that although the Italian state 
was refusing legitimate aid from 
American capital, it was receiving 
American taxpayers’ dollars through 
ECA. 

Congressman Daniel A. Reed of 
New York has cited another type 
of American aid that was given to 
the Italian government: 

“T call attention to the railway sta- 
tion in Rome, Italy, financed by our 
American taxpayers. This great, 
monumental railway station is a mile 
long, into which you could put the 
Pennsylvania Station, the Grand 
Central Station, the Cleveland Un- 
ion Station, and all the railroad sta- 
tions of the Chicago area, and a few 
small stations left over. 

“When our internationalists visit 
Rovigo, Italy, a town of 40,000 popu- 
lation, between Venice and Bologna, 
take a look at the tremendous rail- 
road station. It dwarfs our railway 
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stations in Albany, Rochester, and 
Syracuse, and it has private offices 
for everybody from stationmaster to 
lamplighter. This station was fi- 
nanced by our American taxpayers.” 

In 1953, a team of American busi- 
nessmen, headed by F. C. Crawford ° 
of Thompson Products Company, 
made a brief survey of Italy. Their 
observations have been described as 
follows: 

“. .. Thanks to the $3.5 billion 
spent on that country, it is now 40 
per cent better off than it has been 
in 2,000 years, but there has been 
no real fundamental improvement 
in the economy. For one thing, 
taxes are high, are based on the 
production-hour measurement, and 
work so as to keep (labor) costs 
high and wages low.” 


United Kingdom 


The United Kingdom was gov- 
erned by the Labor Party from 1945 
to 1951. During its tenure of office a 
broad program of nationalization of 
industry and of social welfare was 
undertaken. Coal, electricity, gas, 
civil aviation, cable and wireless, in- 
land transport, and iron and steel 
were nationalized. In addition, a 
broad program of social welfare, in- 
cluding free medical and dental care, 
family allowances (cradle-to-the- 
grave security) was undertaken. 
After the Churchill Conservative 
government assumed office in Octo- 
ber, 1951, iron and steel and the 
road transport section of inland 
transport were denationalized. 

There seems little doubt that 
American aid to Britain has aided 
their socialization program either di- 
rectly or indirectly. 

Official spokesmen for the Labor 
Party as well as for the Conservative 
Party have frequently voiced the 
need for American aid to carry on 
the program of the British govern- 
ment. Sir Stafford Cripps, when he 
was Chancellor of the Exchequer 
in the Labor government, stated 
this clearly: 

‘Recovery in Britain is not com- 
plete and its achievement depends 
on continued American aid. There 
can be no doubt that Britain needs 
American aid. We can speak of our 
recovery being complete only in the 
very limited sense that our produc- 
tion is now back to the levels, indeed 
substantially above the levels, of 
prewar production. .. . 

“The continuation of American 
assistance is, therefore, a vital ele- 
ment in our progress toward full re- 
covery. Moreover, aid to Britain is 
essential, not only to our own recov- 
ery, but also the recovery of Western 
Europe.” 

Winston Churchill, Conservative 
Party leader, caustically criticized 














= re Oe 


a I 


'[_ -_ 








aah 


Recordak Microfilming 
speeds billing for these 
5th Avenue stores. 
58th St. 
Bergdorf Goodman Co. 
57th St. 
Plummer Ltd. 
Tailored Woman, Inc. 
Tiffany & Co. 
56th St. 
Bonwit Teller, Inc. 
55th and 54th Sts. 
Elizabeth Arden 
53rd St. 

Georg Jensen, Inc. 
Peck & Peck 
52nd St. 

A. De Pinna Co. 
Doubleday Book Shops 
51st St. 

Best & Co. 
50th and 49th Sts. 
Saks Fifth Avenue 
49th St. 
McCutcheon’s 


th St. 


48 
Black, Starr & Gorham, Inc. & 


48th and 47th Sts. 
Brentano’s Inc. 
Peck & Peck 
47th St. 

W. & J. Sloane 
46th St. 
Wallachs Inc. 
4lst St. 
Peck & Peck 
40th St. 
Arnold Constable 
Lane Bryant Co. 


‘39th St. 
Doubleday Book Shops 
39th and 38th Sts. 
Lord & Taylor 
38th St. 
Franklin Simon 
34th St. 

B. Altman & Co. 
33rd St. 
Wallachs Inc, 








New Recordak 
Reliant 
Microfilmer 
gives you up 
to 80 pictures 
for l¢ 


Short cuts with Recordak Microfilming 


Latest report on how this low-cost photographic process is simplifying routines 
for more than 100 different types of business . . . thousands of concerns 





HOW FAMOUS 5th AVENUE STORES CUT 
BILLING COSTS, INCREASE GOOD WILL 


New York, N. Y. 


Take a stroll down 5th Avenue. Drop into 
any of the renowned stores and shops. Chances 
are they’re using Recordak Microfilming to bil] 
charge-account customers. 


Reason for this— 


Microfilming the customers’ saleschecks— 
and sending them out with the bills—eliminates 
a description of each purchase and a listing of 
each price. Only the sales check totals and 
credits go on the bill. This cuts posting opera- 
tions as much as 85%. Complete film record of 
all accounts can be filed at fingertips—ready for 
immediate review in Recordak Film Reader. 


Customers, on the other hand, find it much 
easier to recall charges with the original sales 
checks in hand. Questions about bills are re- 
duced by as much as 80%. 

It’s much the same story off 5th Avenue— 
a few doors away you'll find Abercrombie & 
Fitch, Brooks Bros., Stern Bros., Liberty Music 
Shops...and so it goes. Not only in New York 
but Anywhere, U.S.A. For it pays retailers 
with as few as 2500 charge accounts to use 
Recordak Photographic Billing. 

Free booklet ‘Short Cuts that Save Millions,” 
shows how you can save with Recordak Micro- 


filming regardless of your type of business. 
“‘Recordak”’ is a trademark 


=RECORDPK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— 
and its application to business routines 


eeececesceees MAIL COUPON TODAYs cececccccsese 

















RECORDAK CORPORATION ; 

415 Madison Avenue, New York 17, N. Y. 4 
Gentlemen: Please send free copy of — . 

Cuts that Save Millions.” . 

Name s 
Position ; 
Company. > 
Street > 
City State : 
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Superb Olympias are distinguished by more 
than quality, precision construction and 
beautiful typing. Olympia benefits include 
automatic paper injector, inter-changeable 
carriage, automatic tabulator clearance— 
and many more! 


See your authorized Olympia typewriter 
dealer today! 


WRITES BEST OF ALL... 
BECAUSE IT’S BUILT BEST OF ALL. 


OLYMPIA DIVISION 
INTER-CONTINENTAL TRADING CORPORATION 
90 West Street ° New York6,N.Y. 
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Reznor direct-fired 
unit heaters offer the 
modern solution to the 
problems of heating 
commercial and indus- 
trial buildings. They 
cost less to install, less 
to operate and require 
practically no main- 
tenance. With sus- 
pended, duct and 
free-standing types in 
; all appropriate sizes 
from 25,000 to 2,000,- 
000 BTU, the Reznor 
line includes equip- 
ment which is exactly 
right for your heating 
















the Yellow Pages 
Cma> 






SA 1 4 Le). 
ZS UNIT HEATERS 


Rexrnor Mfg. Co., 23 Union St., Mercer, Pa. 








EXPANDING GOVERNMENT 


the Labor government for its claims 
of the prosperity it was creating, 
while all the time the real prop under 
the economy was American foreign 
aid. Following is a representative 
statement: 

“The socialist government have 
become dependent upon the generos- 
ity of the capitalist system of the 
United States.” 

In 1950, near the close of the Mar- 
shall Plan, the Conservative Re- 
search Bureau stated: 

“The Washington loan and Mar- 
shall aid from America are, of 
course, the two factors which, ever 
since 1945, have buttressed the Brit- 
ish economy and shielded it from the 
more disastrous consequences of So- 
cialist incompetence and misrule.” 


Counterpart funds 


Active withdrawals from counter- 
part funds as of Dec. 31, 1955, were 
$9,681,500,000. Of this total only 
$1,697,200,000 was used for military 
purposes. 

Promotion of production, $4,334,- 
800,000, was the largest single item 
in this program. Much of this huge 
total contributed directly to the na- 
tionalized industries, particularly in 
such fields as coal mining and trans- 
portation. The French coal mining 
industry received $306.2 million of 
counterpart aid, while the British 
coal industry received only $400,000. 
The railroads of France benefited 
from $125.1 million of counterpart 
funds, while the British received $6.3 
million. 

Perhaps the greatest assistance 
counterpart funds have made to the 
nationalized industries of European 
countries is in the retirement of the 
public debt. Foreign aid has been 
used to retire $2,510,700,000 of the 
public debt of European countries. 


2 


This means that European coun- 
tries have been enabled to retire part 
of their public debt and use the 
money so saved for any type of pro- 
gram that they might desire. Follow- 
ing is a list of countries which have 
used counterpart funds to retire their 
public debt: 


Austria: $ 12,500,000 
Denmark 130,000,000 
France 171,400,000 
Netherlands 197,400,000 
Norway 292,700,000 


United Kingdom 1,706,700,000 
Total $2,510,700,000 


This is a unique position in world 
history. No government before has 
been willing to go deeper into debt to 
supply other nations with funds for 
the purpose of retiring their debts. 

Naturally, the fact that national- 
ization and social welfare programs 
have increased the national debt of 
European countries, while we are 
permitting them to retire this debt 
with counterpart funds, has troubled 
many Americans. Sen. B. B. Hicken- 
looper, of Iowa, has stated this feel- 
ing cogently: 

“T am under the personal impres- 
sion that it does not make any dif- 
ference what the bookkeeping sys- 
tem is, if the national debt of Great 
Britain is increased by the national- 
ization, and we contribute dollars to 
the reduction of the British national 
debt, we are at least to that extent 
contributing to the nationalization 
program.” 

About 60 per cent of French coun- 
terpart funds were utilized in mak- 
ing loans to the various sectors of the 
French economy, as well as to the 
French overseas territories. These 
loans were made by government 
agencies, either directly in the case 


U. S. Representatives who sponsored report 
These are the Congressmen at whose request the 

report: “Adverse Effects of the Expanding Activities 

of the National Government” was prepared: 


Ralph W. Gwinn, New York 
Bruce Alger, Texas 

Charles E. Bennett, Florida 
Frank T. Bow, Ohio 

Cliff Clevenger, Ohio 

W. J. Bryan Dorn, South Carolina 
Edgar W. Hiestand, California 
Donald L. Jackson, California 
August E. Johansen, Michigan 
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of nationalized industries, or through 
the normal banking channels in ‘the 
case of private industry. According 
to the task force report on Over- 
seas Economic Operations of the 
Commission on Organization of the 
Executive Branch of the Govern- 
ment, “the major portion of the loans 
were made to nationalized indus- 
tries.” 


U. S. foreign aid has permitted 
use of budgetary resources 
for socialization 


Numerous writers have attested to 
the fact that the foreign aid has been 
the deciding factor in encouraging 
social experimentation by European 
nations. 

Charles H. Wolfe has stated the 
reasons that Europe needed our aid, 
as follows: 

“Why was it, at the start of the 
Marshall Plan, that European coun- 
tries appeared to need U.S. dollars 
so urgently? Because, ordinarily, 
heavy sums were being spent on 
armaments, on subsidies to the na- 
tionalized industries that were run- 
ning a deficit, on food subsidies, 
and on increasing pensions, family 
allowances, and other forms of so- 
cial security. 

Melchior Palyi, American writer 
on economic topics, agreed that our 
financial assistance was necessary 
before the socialization programs 
could be carried out, saying: 

“As American aid during the war 
saved the communist regime in Rus- 
sia, and enabled it to become a threat 
to our national security, so Ameri- 
can aid after the war made possible 
Europe’s collectivistic and semicol- 
lectivistic experiments. It is a rea- 
sonable inference that, without 
American dollars, the planners of 
Europe would have had to curtail 
their schemes, and Europe would 
have lifted itself up from the war by 
the simple and effective process of 
going to work and conserving its 
capital.” 

Even European economists have 
been cognizant of the relationships. 
Wilhelm Roepke has written: 

“Tt is a bit of irony that the Mar- 
shall Plan, which should have pulled 
Western Europe out of the muck of 
collectivistic, nationalist economic 
polity, has threatened to create a 
new supercollectivism on a super- 
state level. More than that: It runs 
the danger of becoming an economic 
planning machinery which will pro- 
vide a powerful incentive to the var- 
ious national collectivistic systems, 
either by strengthening the existing 
dyed-in-the-wool collectivistic gov- 
ernment, or by forcing other govern- 
ments which are either ready to give 
up bureaucratic planning or so far 
have been able to resist it, to accept 
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a collectivistic controlled economy. 
Indeed, as a result of the American 
Marshall Plan, an_ international 
planning bureaucracy is about to be 
created which is the most valuable 
help for the national planning bu- 
reaucrats. How, through this means, 
the European economies can be freed 
from the collectivistic paralysis and 
disorders is a secret which seems to 
defy solution.” 

One official of the ECA admitted 
as much (with respect to Great 
Britain) while he was testifying 





before a congressional committee: 

“We are providing financing for 
the import of items and equipment 
for certain nationalized industries in 
Britain. In particular, we are financ- 
ing the import of mining machinery 
for the coal industry, and the coal in- 
dustry is a nationalized industry. It 
was nationalized well before the 
ECA came into existence, so there is 
a case where, in a sense, it can be 
said that the ECA has direct con- 
tact with nationalized industry in 
Britain.” 


9. Adverse effects 
of bureaucracy 
on agriculture 


> Government stockpiling 
is a depressing influence 
on farm prices 


The government's price 
manipulation stimulates 
excess production abroad 


rather than the market 
reduces opportunity 


THE ADVERSE EFFECTS of the 
growth of government farm price 
supports and controls are well 
stated by Secretary of Agriculture 
Ezra Taft Benson in his_ book, 
“Farmers at the Cross Roads,” and 
by a committee of outstanding agri- 
cultural economists in a pamphlet, 
“Turning the Searchlight on Farm 
Policy.” 


Harmful effects of high, rigid 
price supports 


Concerning the effects on indi- 
vidual initiative and economic prog- 
ress, Secretary Benson writes: 

The farmers’ basic problems are 
due in large part to government 
price and acreage control policies. 
These took away the initiative of 
management, making it impossible 
for farmers to make the most effi- 
cient use of their machinery. Con- 
tinued indefinitely, these policies 
would have driven free farmers to 
a condition of peasantry. 

The high, rigid price supports 
were never responsible for the high 


Production for government 


prices the farmer received during 
the war periods. Prices were higher 
than the supports. 

But the continuation of supports 
after the war has had a most harm- 
ful effect. Their principal result has 
been to pile up, in government bins, 
surpluses of farm products that 
have hung over the market like the 
sword of Damocles. 


Stockpiling toward catastrophe 


The Commodity Credit Corpora- 
tion has almost $9 billion invested 
(autumn, 1956) in price support in- 
ventory and commodity loans—and 
this in spite of aggressive disposal 
programs under which this Admin- 
istration has moved more than $5.5 
billion worth of surpluses. Without 
this disposal the government would 
have more than $14 billion worth 
of agricultural products on hand. 
As it is, warehousing charges cost 
the American taxpayer (including 
farmers) $1 million a day. 

This stockpile is a catastrophe to 
our farmers. It is a part of the 
world supply and as such is a de- 
pressing influence on farm prices. 
Department of Agriculture econo- 
mists estimate that, without exces- 
sive stocks, the 1955 net farm in- 
come would have been 20 per cent 
higher. Therefore, at least $2 billion 
was lost by our farmers because of 
the surplus problem. 

The surplus problem began with 
our price-supported basic commodi- 
ties—wheat, corn, cotton, peanuts, 
rice and tobacco. Accumulations of 
these commodities led to acreage 
restrictions. 

Nearly 30 million acres were di- 
verted out of wheat and cotton. 

These acres were shifted mainly 


NATION’S BUSINESS-SEPTEMBER 1957 




















into feed grains. This shift ac- | 
counted in large part for the in- 
crease in total feed grain produc- 
tion, and contributed substantially 
to the surplus of corn now in gov- 
ernment hands. The resultant low 
price of corn and other feed grains 
encouraged added livestock produc- 
tion, which helped to bring on the 
low prices for hogs and feeder cattle 
in the winter of 1955-1956. 

This illustration of how the cotton 
and wheat problems were shifted, 
in part at least, to feed grains | 
and thence to hog producers entirely 
outside the cotton and wheat belts, 
demonstrates the interlocking na- 
ture of American agriculture. It is | 
difficult, if not impossible, to impose | 
an artificial adjustment on one sec- 
tor without its having an impact 
elsewhere. 


Rise of foreign competition 


There are other important and 
undesirable consequences of this 
system of uneconomic price manip- 
ulation. It stimulated excess pro- 
duction abroad as well as at home. 
It encouraged substitute products 
to rob our markets both in this 
country and in other lands. It 
helped destroy our export outlets, 
as expanded production abroad 
robbed us of traditional markets. It 
even attracted foreign production to | 
our shores to compete with domestic 
output. 

Unless the basic problems are 
solved, these things together will 
bring upon our farmers the most 
stringent production and marketing 
controls in the history of American 
agriculture. 


Controls versus initiative 





These controls are the undesirable 
product of an uneconomic system | 
of price fixing. | 

Producers of our basic crops have | 
been cut back on production quotas 
required under the law to the point 
that many of them are nearly forced 
out of farming. 

Midwestern corn growers oper- 
ating under acreage allotments have 
found it difficult to have enough 
volume to operate efficiently. In 
1955, for example, only about 40 
per cent of the corn grown in com- 
mercial areas was within acreage 
allotments and was therefore eligible 
for price support. Most corn belt 
farmers voted with their corn plant- 
ers against acreage allotments for 
their corn crop. They foresaw the 
futility of pursuing a price support 
and control program which would 
further restrict their volume. 

There is no government program | 
that can provide a decent living for | 
a family with a cotton allotment of 
four acres, a tobacco allotment of 
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EXPANDING GOVERNMENT 


less than one acre, a wheat allot- 
ment too small for efficient use of 
necessary equipment, or a corn al- 
lotment cut down to the size that 
the rigid 90 per cent price support 
program would impose. 

When a commodity gets into the 
fix of being produced for the gov- 
ernment rather than for a growing 
market, its producer almost inevi- 
tably finds a ceiling placed on op- 
portunity. 


Paternalism leads to disaster 


Secretary Benson presents the is- 
sue facing farmers as follows: 

The issue is clear. Is agriculture 
to manage its own affairs? Or is it 
to be managed from Washington? 

Which better serves the farmers’ 
interests—and the nation’s inter- 
ests? Shall government subsidize 
agriculture in such a manner that 
it also takes control? Or shall gov- 
ernment be kept in the role of serv- 
ant—or partner—but never the 
master? 

These are not put as rhetorical 
questions. 

History teaches that when indi- 
viduals have given up looking after 
their own economic needs and trans- 
ferred a large share of that respon- 
sibility to the government, both 
they individually and the govern- 
ment have failed. 

If we are to profit by the lessons 
of history and avert the fate of 
these other nations, we must stead- 
fastly pursue and strengthen the 
course which leads toward greater 
individual freedom and toward more 


. self-reliance. 


These conclusions of the Secretary 
of Agriculture are supported by the 
group of agriculture economists who 
drafted the report, “Turning the 
Searchlight on Farm Policy.” They 
pointed out that high price supports 
lessen farmers’ drive for operating 
efficiency, and production controls 
tend to spread. They said: 

The quest for prices maintained 
above the trend of market values 
leads to undue reliance on organ- 
izational power and political pres- 
sures. This tends to lessen the 
farmers’ drive toward economically 
desirable adjustments of their in- 
dustry (or component parts of it) 
to the other parts of our economy. 
It may even weaken the motive to 
make maximum improvement in op- 
erating efficiency. 

If farm prices are supported at a 
higher level than that which the 
market would establish, control of 
production or/and marketing or 
use will have to be instituted in the 
effort to keep prices up to this arti- 
ficial level. Those controls often 
rely on voluntary enforcement at 
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the start but move inevitably to-’ 


ward compulsory controls and sub- 
stantial restriction of the farmers’ 
freedom of choice. 

Besides limiting freedom of choice 
and thus of flexible adaptation to 
local and changing conditions, these 
controls aim to restrict the supply 
of agricultural products available to 
the market. In the case of acreage 
allotments, any output lost. in a 
given year is gone forever—except 
as fertility may be conserved by 
nonuse of land. 

In the case of marketing quotas 
and related storage operations, the 
shrinkage in market supply is tem- 
porary (except for ultimate deteri- 
oration of diversion to lower uses) , 
but not without its harmful con- 
sequences. 

Production controls are ineffec- 
tive if applied to a limited range of 
products and therefore tend to 
spread. If farmers are restricted in 
acreage of specified crops, they se- 
lect their best acres, apply more 
fertilizer, and give better care to 
the crops so that outputs prove to 
be reduced less than planned. Idle 
acres are put into nonrestricted 
crops. 

The administrative or legislative 
authority is prone to meet this situ- 
ation by extending the list of con- 
trolled commodities. For this rea- 
son and also because jealousy is 
engendered by federal aid given to 
some producers and not to others, 
the area of production control tends 
to spread from a few staple or stra- 
tegic commodities to embrace prac- 
tically the whole field of agriculture. 
As the administrative area widens 
and the control machinery becomes 
more complicated, costs to the fed- 
eral treasury greatly increase. 


A high price policy 
hurts consumers 


This group of agricultural econo- 
mists also commented on effects on 
consumers: 


A high-price program involving 
restriction of production hurts con- 
sumers, particularly in the lower 
income groups, because they cannot 
satisfy their wants as adequately as 
they could if productive resources 
were used more fully. Government 
price supports at high and rigid 
levels can work over a long period 
only if the amounts produced and 
sold are effectively restricted. 

The controls needed will curb the 
freedom of farmers in using their 
productive resources in the most 
effective manner. 

We do not believe that such re- 
strictions and controls will serve 
natione! well being or provide the 
highest attainable real income for 
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either farmers or the rest of the 
nation. 


Domestic production and foreign 
outlets disrupted by farm program 


Prof. Carl Malone of Iowa State 
College has shown how our price 
supports have disrupted domestic 
production and foreign outlets for 
American farm products: 


The fixed-formula price-support 
program has had effects quite un- 
anticipated by its designers. It led 
to a boost in potato production from 
around 350 million bushels annually 
in the late 1930’s to around 450 
million bushels in the late 1940’s— 
during a decade when consumer 
potato demand was decreasing. The 
result: About a sixth of the crop in 
the late 1940’s went to the govern- 
ment, mostly to be destroyed. ..., 
Thus, a fixed-formula price program 
may develop a big gap between what 
buyers are willing to buy and farm- 
ers are encouraged to produce.... 

With a storable export product, 
wheat, the 90 per cent of parity 
price support program has en- 
couraged production and required a 
divorce of the American wheat mar- 
ket from world prices. The govern- 
ment often finds itself a major wheat 
buyer through the loan program, 
selling at a loss in the export mar- 
kets to meet world prices. Then it 
backs up the supported domestic 
price with tariffs or quotas since the 
high American price acts as a mag- 
net to supplies elsewhere. 

Where a product has ready sub- 
stitutes, the fixed-formula 90 per 
cent price support may keep the 
price above the free-market level. 
A major effect, then, is to encourage 
production of the substitute product 
and discourage consumption of the 
supported product. Cotton price 
supports are proving a real boon to 
the rayon industry—butter supports 
to the margarine industry. 


The cost of government farm 
programs, 1933-1955 


The Office of Budget and Finance 
of the United States Department of 
Agriculture has prepared a detailed 
tabulation of the realized cost of 
all agricultural and related pro- 
grams for the fiscal years 1932 to 
1955. The total realized cost of pro- 
grams primarily for stabilization of 
farm prices and income, 1932-55, 
was $9.8 billion. 





REPRINTS of this Nation’s Business 
Special Service, “Adverse Effects 
of Expanding Government,” may be 
obtained for 20 cents each, postpaid, 
from Nation’s Business, 1615 H St. 
N. W., Washington 6, D. C. Please 
enclose remittance with order. 
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continued from page 37 


wages rise irrespective of produc- 
tion. In effect, it has been learning 
to put profits into its costing sys- 
tems as it learned it must include 
the profits tax. 

But among the goals of business 
is the increasingly general aspiration 
of reaching the stage at which prob- 
able sales at given prices can be 
calculated. Then the prices can be 
picked which will yield a desired 
return on the investment. So, when 
wages recently rose more than out- 
put, prices rose, too, and profits in 
general were protected. 

At first glance, therefore, it may 
seem that inflation has been built 
into the economic system. This is 
debatable but, even if it is so, three 
factors operate to reduce the danger. 


1. This inflation, if it exists, will 
permit increased productivity. It 
need not check investment as seri- 
ously as did the income tax when 
it first became onerous. 


2. The conditions that lead to price 
rises are new and changing. AI- 
though in specific industries or 
trades wage increases have been 
exceeding increases in productivity 
for some time, it was not until after 
1953 that wages as a whole increased 
faster than both productivity and 
prices. Two conditions were neces- 
sary to bring this about: The mar- 
ket had to be strong enough to 
accept the new prices and higher 
wages had to appear to be cheaper 
than accepting a strike. 

That situation has changed re- 
cently. In many industries cost is 
now the controlling factor. Metals 


offer an example. With rare excep- > 


tions the quantity and availability 
of any major metal now depends on 
the price the customer is willing to 
pay—not on what the producer 
wishes to charge. 

The known free world reserves, 
plus built-in ability of established 
metals firms to locate new deposits 
and devise new methods of extrac- 
tion and processing are such that 
abundance and confidence (not 
scarcity) characterize the prevailing 
situation in metals—now and for the 
foreseeable future. 

Along with abundance has come 
versatility. Utility companies, for 
instance, have been developing meth- 
ods for making aluminum more and 
more competitive with copper for 
several years. 

The implications of this are obvi- 
ous. Both copper and aluminum 
companies are going to watch their 
prices and their costs. 

(continued on page 98) 
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*Fairfax Towels used by Eagle 
Clothes are supplied by Office Towel 
Division, Consolidated Laundries 
Corp., 321 East 94th St., N.Y. 


When Eagle Clothes drew up plans for its new three-story Brooklyn build- 
ing, the company decided that it would be the very last word in men’s 
clothing plants. It not only is one of the largest, most modern of its kind 
in the world, with respect to layout and equipment, but it also offers the 
most modern facilities for Eagle’s 1,200 employees—for example, an ex- 
tremely well-equipped cafeteria, and a number of spotless washrooms. And 
in those washrooms, cotton toweling. 

Modern plant and building management just naturally calls for cotton. 
Cotton towels mean neater washrooms, with less maintenance time and cost, 
and reduced fire hazard. And, of course, the time and convenience of em- 
ployees are valuable assets to any company. 

When you put cotton towels or toweling in your plant, office building or 
institution, you’re taking a leaf out of better management’s book. For more 
information on how cotton towel service will help you, write Fairfax, 
Dept. N-9, 65 Worth Street, New York 13, N. Y. 


Here’s How Linen Supply Works... 


You buy nothing! Your linen supply dealer furnishes 
everything at low service cost—cabinets, pickup and 
delivery, automatic supply of freshly laundered towels 
and uniforms. Quantities can be increased or de- 
creased on short notice. Just look up LINEN SUPPLY 
or TOWEL SUPPLY in your classified telephone book. 


Clean Cotton Towels... 
Sure Sign of Good Management 
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WELLINGTON SEARS COMPANY, 65 WORTH STREET, NEW YORK 13, N. Y. — smmracnameco 
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Change to New Westinghouse 


Mercury Lamps... 
get up to 30% more light 
On work areas 





















More Westinghouse Job-Tailored Mercury 
Lamps are in use today 
than all other brands combined 


Not only does Westinghouse make and sell more kinds and types of 
Mercury Lamps than anyone else, their pioneering leadership pays off 
in substantial installation and operating economies. 


Westinghouse Mercury Lamps give more light when new . . . more light 
for a longer life. This means maintenance and replacement costs are 
reduced without sacrificing vitally needed light levels and 

efficiency standards. 


Basic construction advances are another reason why you should 
specify Westinghouse for plant and factory lighting. For instance: 


e Thorium-coated electrodes provide HIGHER LIGHT OUTPUT 


e Molybdenum Ribbon Seal assures GREATER DEPENDABILITY, 
LONGER LIFE 

e Hi-Temp Life-Time Bases eliminate INSTALLATION 
AND SERVICE BREAKAGE 


Get the full story from a trained lighting expert who understands your 
problems. Write, wire or call your Westinghouse Lamp Distributor 

or the Westinghouse Lamp Division, Bloomfield, New Jersey. 

More light for your money...indoors and out... 


with Westinghouse Job-Tailored Mercury Lamps 








You CAN BE SURE...1F ITS 








IMPROVED SEMI-REFLECTOR 
FLUORESCENT-MERCURY 


LAMPS D-H12-WD AND D-H15-WD 
(1000 watts, 220-460 volts) 





Now get up to 30% more light in dusty 
areas merely by changing to the new, 
improved Westinghouse Semi-Reflector 
Fluorescent-Mercury Lamps. 


Every Westinghouse D-H12-WD and 
D-H15-WD Mercury Lamp has a sealed-in 
phosphor coated reflector that directs the 
light downward . . . where it is needed! 


Light output remains higher because dust, 
dirt and grime cannot impair the efficiency 
of the sealed-in reflector. Costly reflector 
cleaning operations are eliminated. 


The phosphor coating provides golden 
white color-corrected light for truer 
color rendition. 


In addition, famous Westinghouse Weather 
Duty™ construction using special glass 
prevents damage from condensation, 

water or industrial fumes. 


estinghouse 











or perhaps 
we should say 
“‘file-keeper’’... 


For good business housekeeping is largely 
a matter of good File-keeping. 

Scatteration filing has no place here. The 
best practice is to use Accopress Binders 
and Accobind Folders to keep all your 
papers in order—safely filed, neatly filed, 
ready to find. Acco filed papers are bound 
papers—the only system that insures safety, 
saves time, space, and money. 

Ask your stationer to show you the ad- 
vantages of Acco-Binding—the easier, sure 
way to good business housekeeping. 


ACCO PRODUCTS 


A Division of NATSER Corporation 
Ogdensburg, New York 


In Canada: Acco Canadian Co., Ltd., Toronto 











Magnificent 


any way you look at it! 





Beauty 
Economy 
Long life 
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GAS UNIT HEATER 


Here’s a unit heater so beautiful it 

can be installed with pride in the 

finest commercial, —"* and 

industrial buildings. Equally out- 

standing is Modine’s quick, low-cost 

eee And it’s up to 50% lighter 
. costs less to ship and install. 


See your Modine representative 
or mail this handy coupon 








MCDINE MFG. CO. 
1562 DeKoven Ave., Racine, Wis. 


Send me free copy of 
Bulletin 656. 


Name 











GU-1355 














PROFITS, PROGRESS 


continued 


Similarly, the capacity to produce 
machinery, autos, consumer nondu- 
rables, or durables, has now in most 
cases caught up with demand. And, 
as demands are interchangeable in 
a high employment, well inventoried 
economy, competition between in- 
dustries as well as within industries 
is now keen. 

So the pressures which persuaded 
companies to raise wages because 
they could pass the higher costs 
along are now being countered. 


3. Productivity now is rising in 
some of the industries where wages 
have increased rapidly. Construc- 
tion, for example, has long been 


regarded as an industry with 1957 | 
wages and 1913 productivity. Most | 


bricklayers, for instance, lay no 
more face bricks today than were 
laid per man per day in 1913. Yet 
their real wages are much higher 
than they were in 1913. 

But the construction industry is 
catching up. (See ““New Techniques 
Promise Better Living” in NATION’s 
Business, December 1956.) By in- 
creasing productivity and improving 
design, it is taking its place among 
the progressive industries. 

Improvements in office equipment, 
including stenographic, clerical, ac- 
counting, calculating, reproduction, 
storing and processing equipment, 
are promising cost reductions which 
will be of help to other industries 
and trades whose productivity had 
been lagging. 

Improvements, actual if not recog- 
nized, are coming in other areas. 
Medical care, for instance, is re- 
ported as costing 37 per cent more 
than in the base years 1947-49. But 
$1.37 worth of antibiotics used today 
may save a $100 hospital bill that 
would have been incurred 20 years 
ago when such medicines were not in 
common use. Medicine is more pro- 
ductive, not just more expensive. 

Pressures for increased produc- 
tivity are spilling over into the more 
resistant areas of the economy. This 
does not mean that these pressures 
will dominate in all cases. But it 
does mean that the story is not as 
one-sided as it was a few years ago, 
and that increases in productivity 
are becoming more general. 


Should costs nevertheless continue | 
| to rise more than output in enough 
important sectors of the economy | 


SWIMMING POOLS 


to force decisions between lower | 


profits per dollar of net worth an 


rising prices, the situation would be | 


serious. Either would mean a re- 
duced rate of progress. 
Lower profits would discourage 


the flow of savings to plant and 
equipment. This would reduce in- 
creases in productivity. If wages 
continued to rise, it would still fur- 
ther decrease new investment. Prices 
would soon have to rise even though 
the original decisions were generally 
against increasing them. Real wages 
and the value of pensions would 
then drop. When in time real wages 








What Smart Businessman 
Wants as Good a Deal in 


HIS CITY 


as we have in Spokane 





“Our exclusive distributorship for Es- 
ther Williams Swimming Pools in the 
Inland Empire is going great. We set 
up 8 dealers in 60 days and we’re really 
moving pools.” 

Vince Buck and Leo Higbee 


Mr. Smart Businessman— 
Your Area is Available 


Distributorships all over the country are 
paying off. Big advertising in Life, Bet- 
ter Homes and Gardens, Good House- 
keeping and NBC-TV has supplied thou- 
sands of good inquiries. 


Big Profit Opportunity 


The time to start is now. Pool heaters 
make for year-round selling. Promotions 
coming up will help you set up dealers 
and your organization will be ready and 
rolling for our 1958 program—the biggest 
ever in the industry. Five-figure invest- 
ment required for working capital. Write 
or phone today to: International Swim- 
ming Pool Corporation—Largest Organ- 
ization in the Industry—39 Court Street, 
White Plains, New York. 


Dealerships Also Open 


ESTHER WILLIAMS 
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and output got back in line, progress 
might be resumed. 

On the other hand, if wage in- 
creases not matched by productivity 
increases were to be matched by 
price increases and we were to have 
steady mild inflation we would be 
in an even worse dilemma. Con- 
sumers are spending and saving at 
relatively stable rates because they 
have faith in our economy and in 
the dollar. Consumers are becoming 
more economically literate. They 
know about the cost of living index, 
and are familiar with escalator 
clauses. They can choose to save or 
not to save far more easily than 
was possible 30 years ago. Their 
faith in the dollar can be weakened 
more easily today than it could 
have been weakened 30 years ago. 

Should this faith be weakened 
now, their savings ratio could be 
changed. This could bring rather 
severe pressures on prices. If in- 
stead of saving seven per cent per 
year for investment purposes, people 
were to save four per cent because of 
their fear of the future value of the 
dollar, current consumer expendi- 
tures would be increased by that 
three per cent difference, but real 
funds for investment, except possibly 
internally generated business funds, 
would fall in real terms possibly 
by 10 to 15 per cent. We would 
have more demand without a cor- 
responding increase in investment 
and in investment capacity. This 
would force prices up. 

Local governments would find it 
increasingly difficult to borrow, and 
would have to raise interest rates 
and taxes. An originally mild infla- 
tion might become a serious infla- 
tion. So it is increasingly important 
to our continued growing prosperity 
that confidence in the dollar be 
maintained. 

However, our people’s capitalism 
would adopt protective devices. For 
instance, investments would shift 
from debt to equities. Insurance 
companies and pension funds as well 
as individuals would buy more 
stocks and fewer bonds, more houses 
and fewer mortgages. This would 
slow down the flight from the dollar. 
We would resume our progress. But 
it would be an expensive way of 
learning the lesson. 

The fact that wage increases have 
exceeded productivity increases, 
therefore, does not mean that they 
can continue to do so indefinitely. 
The danger must be recognized. 

But, if a choice must be made be- 
tween maintaining profits with price 
increases and price stability with 
falling profits, the choice seems 
clear. The standard of living will rise 
faster with healthy profits than with- 
out them.—RosBINSON .NEWCOMB 








NATION’S BUSINESS+-SEPTEMBER 1957 








ererrerct) 
OCfccasg¢ 
sogoade 


pogcuagge 
poecagecd 








There’s one precisely for you 


You can count on getting a Burroughs Adding Machine with exactly 
the right features, capacity and price for you. Three styles (pictured 
from top to bottom): full-keyboard Director, compact Ten Key, 
economy-buy Thriftline. And within each style, the most complete 
line of machines in the business. See a demonstration at our nearby 
branch or dealer. Burroughs Corporation, Detroit 32, Michigan. 


BURROUGHS 
ADDING MACHINES 





aS | tell the tale! 





The extreme washroom efficiency 
provided by the combination of 
Turn-Towl’s high absorption qual- 
ity and controlled dispensing is 
proved in test after test. 

These figures show the cost of 
towels used during a month-long test 
made by a plant in Roanoke, Va.: 


IE WN TE cecrcnasscg crteteaten de cococevincnnce $49.88 
I is BEG scat ign ttcnretcosssesees $51.75 
Mosinee Turn-Towls ..............-..0+ $31.88 


Write for the name of your nearest 
Mosinee Turn-Towl distributor. 


VIE 
Sulelroke Towels 


BAY WEST PAPER CO. 
1102 West Mason Street 

GREEN BAY © WISCONSIN 

Subsidiary of M Paper Mills Co. 
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THE WORLD’S FINEST 
INDUSTRIAL HEATERS 


Gas fired Panelbloc radi- 
ant heaters ‘heat like the 
sun’’—but do a more con- 
sistent job. You can enjoy 
their healthful heat twenty- 
four hours a day! Automatic. 
Easy installation. Burns any 
commercial type gas. Send for pdlasinetine. 


PANELBLOC 





Take a Cook’s tour = asoued 
the world and you'll find 
Thermobloc warm air heat- 
ers wherever you go. Manu- 
factured and sold in 27 
countries. Oil or gas fired. 
Economical, and they are 
made in a complete range j 
of sizes for open area heat- i 
ing. No pipes or duct work 


THERMOBLOC 








Thermobloc Div., Prat-Daniel Corp. 
1-9 Meadow St., So. Norwalk, Conn. 
Canadian Affiliate: 
T. C. Chown, Ltd., Montreal - Toronto 
Please send bulletins on [) Panelbloc L)Thermobloc 


MN seccscnccensKovecse Aahiaivee 
Address ........... 
City 
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|\TOP MANAGERS 


continued from page 35 


and drew out some practical ex- 


amples of the steps top executives 
are taking to solve them. 

That question was, “Can you 
give an example of a human rela- 
tions problem in your work re- 
cently and how it was solved?” 

A few examples from the presi- 
dents’ replies indicate how broad 
the spectrum of human relations 
problems is in industry: 
> “Approaching retirement of a 
long-term employe; solved by a per- 
sonal conference with him.” 
> “When I have a difficult problem 
with my key executives I turn over 
to them the investigation and rec- 
ommendations; then 


at first but is now working out well; 
we solved this by pre-selling, care- 
ful selection and close supervision; 
now the problem no longer exists.” 

The value of calm, reasonable 
discussion of problems involving a 
clash of personalities is repeatedly 
mentioned in the replies on human 
relations. In most cases, it is indi- 
cated that the president acted as a 
kind of moderator; urged the two or 
more men involved in the trouble to 
air their grievances and take the 
other man’s point of view. 

Some of the solutions are novel. 
One president whose treasurer was, 
“quite hard to know” solved the 
problem by taking up the treasurer’s 





it becomes | 


their idea and they study the merits | 


from their point of view.” 


> “In a dispute between two execu- | 
tives of equal rank they were re- | 
quired to have an objective discus- | 


sion with me; it developed that 


their differences were not so great | 


after all and that an intelligent 


approach could solve what seemed | 


to be a serious problem.” 


> “One of my key executives be- 
came disturbed over pressures ex- 
erted on him recently; felt he should 
take lesser responsibility with the 
company; I solved it by intensive 
listening and a few suggestions.” 

> “Problem—salary administration; 
solution—series of meetings with 
supervisors explaining our policy 
and setting up a program for regu- 
lar organized review of salaries by 
each supervisor and his immediate 
supervisor with a check on such 
reviews by the personnel manager.” 


> “Failure of outstanding staff ex- 
ecutive to be effective because of in- 
tolerance and impatience; corrected 
by placing him in line responsibility 
for a year where he soaked up the 
understanding of frustrations and 
emotions affecting people and the 
job of getting things done.” 

> “Problem—getting old timer VP 
to move over and make way for 
younger men; solution—finding top- 
flight back-up man acceptable to 
the old timer and employing out- 
side management counselor to help 
sell need for change.” 

> “T believe the root of nearly all 
human relations problems is mis- 
understanding, either self-misun- 
derstanding or misunderstanding 
of the motives of other people; a 
frank, open discussion with all the 
people concerned has always ef- 
fected a solution.” 

> “We have just introduced Negro 
white collar employes into our gen- 
eral office; integration was bucked 





HELP 


Your 


Salesmen 








Give Your Salesmen A BETTER 
MEMORY For Christmas— 
MORE SALES For 1958 


Recorday helps them: 


© Organize their time 
® Keep appointments * Keep promises 
® Work effectively © Follow through 
© Remember details ¢ Sell more 


A complete 12-Month Memo System 
and Work Organizer With Leather 
Pocket Case—Designed Especially 
For Salesmen. 

Used By Many Leading Companies. 
Send Today for complete 12 month 
unit on approval, complete details 
and quantity prices. Satisfaction 
unconditionally guaranteed. 


Dept. N9 


69 Harvey St. Cambridge 40, Mass. 


Please send the following Complete 
Recorday Units On Approval: 
ieesiaatd With Deluxe Brown Case $8.50 
assed ev With Brown Pin Seal $6.50 
OI sdchas pdexccbstasxescstdiabcmitoucsie Title..........ccreesseee 
RII a coscsn esos qnecsicahcorinsexchssontsstsesanseas<otru 
SR en eR Oe Ne ee 
MGI inva tucadalesohsl cts cissbaGzsncentanart State 
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hobby—horses. One answer to the 
question on human relations prob- 
lems was “defalcation—got him an- 
other job (outside) .” 

As one of the presidents notes, an 
executive’s work, in the final analy- 
sis, “is almost nothing but solving 
human relations problems.” 

Lawrence A. Appley, president of 
the American Management Asso- 
ciation and a confidant of many 
company presidents, describes it in 
a somewhat different way when he 
calls management “the art of get- 
ting things done through people.” 

The overriding importance of an 
ability to get things done through 
people, to understand people, to 
communicate effectively with them, 
to draw out the best in them and to 
maximize their creativity not only 
as individuals but as a team is evi- 
dent not only from the high rating 
given human relations, but by the 
presidents’ estimate of the most im- 
portant single benefit which they 
got from college. 

The largest single number of re- 
spondents (almost 72 per cent are 
college graduates) said it was the 
ability to think, to analyze, and to 
solve problems. The ability to get 
along with other people—human 
relations—was close behind. 

Human relations also shaped the 
answers to questions on whether the 
presidents had ever studied sociol- 
ogy, anthropology or psychology. If 
not, they were asked if they would 
like to. If they had, they were 
asked what value they received. 

Of those who had taken the 
courses, most said they valued them 
for training in a human relations 
skill. Those who said they would 
like to study the courses indicated 
they thought the courses would help 
them to improve their ability in 
dealing with people. 

Also significant were answers to 
the question, “What kind of aca- 
demic preparation would you rec- 
ommend today to a young man 
seeking an executive career in busi- 
ness?” The largest single percentage 
of executives suggested a liberal 
arts education. 

Many expressed the view that 
only after a basic, broadening lib- 
eral arts education should the as- 
pirant go into graduate work in 
business administration or engi- 
neering. Few urged young men to 
take business administration alone 
in their college program. END 





REPRINTS of ‘‘Top Managers’ 
Three Biggest Problems” may be 
obtained for 15 cents a copy or 
$10.15 per 100 postpaid, from Na- 
tion’s Business, 1615 H St. N.W.., 
Washington 6 D.C. Please enclose 
remittance with order. 


ALMOST ONE HALF 
Of the Buying Public of the Nation 


‘Attended the Movies Every Week in August! 
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Yes, approximately one-half of the buying public of the nation attended the 
movies during each week in August. They were people who like to get out 
on the streets and highways—to go places and do things—who spend 
money! This national average of attendance might vary with locality— 
yours might be higher or a little lower. Even last winter when Drive-ins 
were closed not less than one fourth of the nation’s spenders attended 
movies every week. It stands to reason from one fourth to one half of 
your prospects see movies every week. 


Did Your Sales Message Reach Them There? 


“Reaching” prospects with Theatre Screen Advertising means much more 
than “reaching” through other advertising methods. When you use other 
advertising methods only a percentage of the “circulation” sees or hears 
your ad. Imagine an advertising medium that offers you 100% readership 
and 100% listenership! 


Everybody in the Theatre Sees and Hears 
Your Theatre Screen Advertising Message 


And Almost One Half of the Nation’s Buying 
Public Attended Movies Every Week Last Month! 


Theatre Screen Advertising Can Build Your Business 


Theatre Screen Advertising combines sight, sound, action and color on a 
billboard sized screen. It has an unequalled and a lasting impact on your 
potential customers. The chances are we have a complete campaign of 
films ideally suited to your needs already produced and waiting for you 
to use them. You can, of course, have “tailor made” productions at reason- 
able cost. 


Fill out and mail this coupon. It may result in increased profits for you 
of hundreds or thousands of dollars. 


Motion Picture Adv. Service Co., Inc. or United Film Service, Inc. 
1032 Carondelet 2449 Charlotte St. 
New Orleans, La. Kansas City, Mo. 


| 

| 

| 

| 

Please send me detailed information about how I can increase my sales with a low cost 
Theatre Screen Advertising program for my business. This will not obligate me. 
| 

| 

! 

l 

l 
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Name 





Type of Business 





Address 
City 
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PERSONALIZED PEN KNIVES: 


What Ever the Need ° 
What Ever the Occasion 





Universally acceptable as prestige business 
Gifts, calling cards or door openers. 

Your name or slogan stamped permanently in 
gold. 

One of our special services makes it possible 
to present your favorite customers with per- 
sonalized pen knives. 





GAS OR ELECTRIC POWERED 


Phone or write for details and discounts 


POWERCAR CO., Box 267, Mystic, Conn. 


Send for complete illustrated catalog 


7 & M SALES °° Seville Ave. 


. 

Berwyn, Ill. 

. 
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YOUR 
WRITING 
CAN GET 
ACTION 


These seven steps will 
-assure better results from 
your reports and memos 











MORE AND MORE BUSINESS decisions are being made 
on the basis of a memorandum, a written presentation 
or report. This is an inescapable part of growth. 

Expansion of companies, sales territories and prod- 
uct lines has made the former practice of presenting 
ideas across a desk impractical. Continued growth of 
business is likely to make the written word even more 
essential as a time-saving and useful instrument for 
advancing projects within an organization. 

This kind of writing is not easy, even with practice. 
But there are ways of making it easier for both writer 
and reader. The steps include: 
> Put idea in one sentence. 
> Organize your thoughts. 
> Keep it simple. 
>» Make it easy for the reader. 
> Cut and condense. 
> Ask criticism warily. 
> Get eye appeal. 

No executive should feel inferior because he can’t 
sit down and dictate a clear, complete memo at one 
sitting. Experienced business writers go over their 
copy repeatedly. The simpler it reads the more time 
it takes. They spend hours doing what has been 
described as the only way to improve one’s writing: 
applying the seat of the pants to the seat of a chair. 


Put idea in a sentence 


Assuming that you’ve done the requisite fact finding 
and legwork, write down the essence, the gist, idea, 
or theme of what you are going to say. The sentence 
doesn’t have to be fancy, catchy or brilliant. It can 
be as simple as: How this company can make more 
money with fewer vice presidents. 


Organize your thoughts 


It is a good idea to think of your memo as being 
what you would say to your business associates, if 
you were talking across a desk. You might say, in 
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effect, ““This is what I propose we do, why we should 
do it, what it will cost, and how we can get things 
rolling.” There you have a logical organization of 
thought. 

In NatTIon’s Business for June, 1957, there was an 
article entitled “How to Simplify a Problem.” Any 
problem was broken down into six steps: 1, identify the 
problem, 2, gather data, 3, list possible solutions, 4, 
test possible solutions, 5, select the best solution, and, 
6, put the solution into action. 

This pattern will serve for many memos or reports. 

This is the place to consider what you can and can’t 
say. There are inherent or built-in limitations on 
what any executive can say, even for internal con- 
sumption. 

It is obviously unwise to go out on a limb unneces- 
sarily or try to forecast the future. But many busi- 
ness memos are unduly cautious in places where they 
don’t need to be. 

Often an executive says, “We can’t say that. It’s 
against company policy.” I always suggest that we 
check to make sure. Sometimes the policy does pre- 
vent us from saying something, but occasionally the 
policy in question turns out to cover something else. 
Or, a phone call may develop that the officer who form- 
ulated the policy has changed his thinking, or the 
company has done so. 

There are ways to say what you think, and still 
leave a door open for any future re-examination if 
that becomes necessary. As a rule, let the facts speak 
for you: “The evidence indicates. . .” “Statistics sug- 
gest . . .” “Research shows . . .” “Recognizing the 
limitations of our data, I recommend .. .” and then 
say what you want to say. 

There are times when it is wise to use may or might, 
could or should, but don’t overwork them. 


Make it simple 


High-sounding language is no substitute for facts 
and ideas. Sound thought comes through on paper. 
Nor can you bridge or gloss over a contradiction of 
fact or conflict of thought with fancy language. 

Some executives also feel that being impersonal 








Put idea in one sentence 
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gives dignity and some kind of institutional strength 
to their words. It more often results in vagueness, 
even stuffiness, rather than dignity. Impersonality 
also makes it easy for a memo writer to fall into the 
trap of the lofty generality and the noble statement 
of purpose, rather than the hard fact of reality. 

The pronouns J, you, and we are in the spoken and 
written language to be used. All forceful writers have 
used them, from the Old Testament to Jefferson, 
Paine, Lincoln, and Churchill. 

The second person, you, will help give your words 
what a corporation president described to me as you- 
ability—suggesting the two-way exchange of ideas. 
The first person plural, we, certainly conveys a pic- 
ture of the management team, regardless of any pri- 
vate misgivings you may have on the point. 

This will also help you avoid using impersonal 
subjects and verbs all the time, such as, “The corpora- 
tion expects .. .” “Management thinking is. . .” “It 
is believed that...” 

The business executive can also use the techniques 

of the professional writer to make his work come alive. 
He already knows many of them and only needs to be 
reminded of the others. They include: 
a. A good lead. You should have an interest-arousing 
first sentence and first paragraph. Usually, a writer 
uses what strikes him as best, or strongest. It can be 
a meaningful quote, a clear statement of the problem 
and proposed solution, an anecdote or illustration 
which drgmatizes the issue, a striking and simplified 
statistic, or a question addressed to the reader’s self- 
interest. 

You should also prepare a forceful ending since this 

will be the last impression you leave in your reader’s 
mind. All the lead suggestions can also be considered 
for your ending. Select one which best serves your 
purpose. 
b. Quotes. In this kind of writing, you will not get 
much help from a book of quotations, or dictionary. 
Talk to the people on the job. They may not fully 
grasp the big picture but they are often more articu- 
late (or less inhibited) than their bosses. 

An office worker, factory employe, or freight handler 
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will often say something in language more vital and 
meaningful than anything you can think up. He may 
sum up in 10 words what you are trying to say in 100. 
ec. An anecdote or concrete illustration makes a point 
just as well in writing as in a talk. Name names, if 
desirable. Use people to illustrate situations, prob- 
lems or attitudes. If you’re talking about farmers, 
you'll usually do best (and keep from running all over 
the lot) if you concentrate on one farmer or a few. 
Wrap as much of your story as you can around him. 
d. Use simplified statistics, but don’t throw a solid 
block of figures at your reader. He doesn’t like to 
plow through them any more than you do. 

e. Contrast—setting the good alongside the bad, the 
efficient by the inefficient—is often made good use of 
by executives in their speeches. But they seldom use 
contrast in their writing, where it can do an equally 
impressive job. 

f. Establish credibility. The characters we never for- 
get in novels, plays, and films are people who have 
flaws as well as virtues. We all recognize that both 
people and organizations have flaws. Yet some execu- 





Avoid lofty phrases 
| 


tives tell me that it weakens their case if they include 
too many negative things or liabilities, along with the 
assets and strong points. 

On the contrary, to admit frankly that your project 
has a few weak points or that major obstacles must 
be overcome establishes credibility. Your reader is 
much more inclined to believe you, and go along 
with you. 

If you know opposition to your ideas exists, it is 
usually best to state it, and your understanding of the 
reasons for it, and let the reader decide for himself. 
Don’t belittle your opponents, or imply self-interest. 
Give them the benefit of honorable intentions, whether 
they have them or not. Also give proper credit to 
those who support your idea. 

g- Vary the length of your sentences. Make some 
short, some longer. 

You will probably not be able to use all these writer’s 
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YOUR WRITING continued 


techniques in any one memo, but you can use those 
which are appropriate to your subject matter. 


Make things easy for your reader 


If you refer to some company policy, magazine 
article, or newspaper story, don’t expect your man to 
remember it or look it up. He’s busy, too. Quote what- 
ever parts are pertinent. He could also remember it 
differently than you do. Insert, if you want to, a phrase 
such as, “We all recall that President Rowe said on 
June 15”—or “The company directive on this matter 
dated May, 1957, as you know, stated... .” 

If you don’t want to insert a long quotation or batch 
of figures in your memo, put it in an appendix. 

This accompanying documentation satisfies the 
suspicious executive who double-checks everything, 
and impresses the more casual type who will merely 
glance at it. 

Explain any technical or professional terminology 
as you go. No one will be insulted. 

Above all, tell your reader what you want him to do. 

When Dwight D. Eisenhower was president of 
Columbia University, I had the honor and pleasure of 
working with him on a number of matters. If possible, 
he liked a problem put to him in a memorandum, 
with supporting data appended. At the end of the 
memo, he liked to have the possible solutions listed, 
along with the writer’s recommended solution, who 
would carry it out, and what would be the first action 
steps. He then initialed the solution he approved. The 
man who wrote the memo was thus committed to 
carry it out, or help carry it out. 

Mr. Eisenhower took great pains writing and re- 
writing important letters and public statements. He 
once casually remarked to me on style, “I don’t use 
many adjectives or adverbs.” 

Mr. Eisenhower’s follow-up technique with memo- 
randa is effective, but you can’t follow it precisely, if 
you are shooting up from farther down the executive 
ladder. Yet it does suggest one way of initiating ac- 
tion, after your memo or report is completed. 

It is hard to accept the fact that, after you have 
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Make it easy for reader 
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Boil it down 








knocked yourself out on a project, your associates will 
not enthusiastically pitch in and help you, but in my 
experience they won’t. In their minds you are still 
carrying the ball. 

To have active support, you must be specific about 
how the reader can help get things actually started. 


Cut and condense 


A first draft is usually discouraging. The thought 
content will seem fragmentary and there will be holes 
to fill. The second draft should hang together better. 
The third draft will approach what you finally wish 
to say—and so on. 

Cutting takes time, and is exacting work. Often it is 
better to cut whole sentences, and whole paragraphs, 
rather than to reconstruct or rewrite individual sen- 
tences. Sometimes a strong verb will do the work of a 
whole sentence and eliminate many adjectives. 

Only amateur writers think that adding a lot of 
words like efficiently, promptly, thoroughly, thought- 
fully add force to their manuscript. 

But don’t hesitate to use unorthodox, unusual, or 
aptly colorful words. 

I recall reading one business report in which a 
personnel specialist was advising his client to “develop 
his blue chip men to the limit of their capacity; make 
up his mind about his maybe men; and improve or 
replace his poor performers.” 

We knew exactly what he meant. 

Go through your manuscript word by word and 
sentence by sentence. Ask yourself of each, “Does this 
contribute directly to the telling of the story, does it 
lead directly toward my goal?” If not, the word, 
phrase, or sentence comes out. Some of your most 
cherished phrases or pet passages will fall victim to 
this harsh rule. 

Another way to cut a text is to read it aloud. Your 
ear will tell you the excess words which should come 
out. Radio writers do this with their scripts. The 
method works especially well with speeches. 

Make several trips through your text with a pencil. 
Cut a word here, strengthen a phrase there. You may 
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wind up with a total wordage cut of only 10 to 20 per 
cent, but this small cut can possibly give 100 per cent 
more effectiveness to your writing job. 


Ask criticism warily 


Submit your memo in draft form to other executives 
for criticism with caution, providing you know your 
man. To be blunt, he may try to steal your idea, or 
torpedo it if he doesn’t like it. Most people will point 
out small things, such as misspelling, or typographical 
errors, but pass over main points of thought. However, 
submitting an idea in advance to some individuals 
may help obtain their support later. Never submit a 
rough or incomplete draft to anyone. Some people 
lack the imagination to visualize the end result. Sub- 
mit it in almost-final form to a few people you trust. 
Don’t expect to get many really thoughtful critiques. 

If you send your memo to someone solely for his 
information, say so. 

If you submit it to others for criticism, be sure that 
they understand whom the memo is for and what it is 
designed to do. Attach this data firmly to the draft 
itself. The recipient of your brain child may pass it 
on to someone else (after removing your accompany- 
ing explanatory letter) with something like, ‘“Here’s 
something that will interest you,” or “Take a look at 
this.” If you want that one person only to see it, say 
so plainly on the memo and in a transmittal note. 

In many cases opposition arises, not from the 
thought or ideas in a memo, but from a simple lack 
of information as to its aims and audience. 

Executives often will agree in principle, and solemn- 
ly assure each other that they see eye to eye on a 
policy but, when a text is put before them, they can 
disagree over almost every word and sentence. You 
must expect this. They will often argue semantics, 
and suggest minor changes until there is little time 
left for important substantive matters. So, if you de- 
sire criticism and comment on your memo, get it from 
your associates individually. Don’t call a meeting. 

It will help you obtain criticism if you ask your 
potential critic specific questions such as, “Have we 
overlooked any markets?” or “Will you mark any 
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Be careful who sees it 


NATION’S BUSINESS:SEPTEMBER 1957 





passages that can be cut?” I often suggest, in a trans- 
mittal slip, that the person give me his comment over 
the phone. Nobody likes to write any more than he has 
to, or go on record without further examination of 
the whole project. 

How you keep company lawyers from taking the 
force out of everything you say is your problem. This 
applies more to external documents than internal ones. 
Some lawyers, who would blow their tops if you ad- 
vised them how to prepare their briefs, will not hesi- 
tate to tell you how to write. 

I’m oversimplifying here, but make sure your lawyer 
is expressing legal, not personal, editorial opinions. 
He may be a frustrated journalist. 


Get eye appeal 


Use the best quality paper and the finest repro- 
duction process available. Men dislike reading carbon 
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Dress it up 
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copies, if they have any choice. If your memo is re- 
produced from a typewritten page, have at least one 
inch margins all around. If typed single space, allow 
a double space between paragraphs, and make some 
paragraphs short. 

If practical, break up your entire text into sections. 
A paper binder protects a memo, and enhances its 
appearance, particularly if it is to be kept. 

One corporation insists on a summary of longer 
memos or reports on the title page, a helpful practice 
borrowed from scientific papers. In this summary 
don’t tell it all—make the reader want to go on. 

If your memorandum has been well executed, it will 
have alerted, informed, and convinced key people in 
your company. You can continue its distribution—it 
will reply to questions, answer objections. It will reach 
a great many more individuals in your company than 
you could possibly reach personally.—Jo CHAMBERLIN 








REPRINTS of “Your Writing Can Get Action” may 
be obtained for 15 cents a copy or $10.15 per 100 post- 
paid, from Nation’s Business, 1615 H St.'N. W.., 
Washington 6, D. C. Please enclose remittance. 
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What’s the ideal 
business gift at Christmas? 
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Z/PPPE because it will give you... 


ASSURANCE that a world-famous Zippo will be well received 


INSURANCE that a Zippo will always work, 
or we'll fix it free 


INFLUENCE through the frequency of impression your trade- 
mark engraved on a Zippo will receive over a period of years 





...any wonder Zippo has been the favorite business gift 
at Christmas for years? 





For information about business gift Zippos, write Dept. N329, Zippo Manufacturing Company, Bradford, Pa 
in Canada: Zippo Manufacturing Co., Canada Ltd., Niagara Falls, Ont. 


¢ BANKRUPT ¢ CLOSEOUT 
¢ JOB LOTS 











e SURPLUS 


MERCHANDISE BARGAINS! TOYS, NOVELTIES, JEWELRY, MACHINERY, TOOLS, 


COSMETICS, APPLIANCES, GREETING CARDS, INDUSTRIAL MATERIALS, ETC. 
Often As Low As 10-25c On The Retail Dollar! 
“Bargains” is The Only Big Tabloid Publication in Existence That 
Tells You EVERY MONTH—Where and How— 











| A few samples * To buy Bankrupt, Closeout, sees iia 


of the Bargains 
usually found in 
“BARGAINS.” 


® Hard cover books, 4c 

@ PENCILS, 57'/2¢ 
per gross! 

®@ D.E. Razor blades, 
$1.50 per 1000! 

@ $200.00 Surplus 
Typewriters, 
$23.00! 

® 50c Everyday cards, 
72 box! 

@ $1.00 Automatic 
card shuffiers, 9c 

@ New Phono rec- 


Surplus Bargains! 
* To buy Items at Wholesale! 
Below Wholesale! 


* To Buy New & Unusual Items! 


Just one issue of this sensational publication can 
save or earn you more money than the cost for the 
entire subscription! Each issue carries hundreds of 
bargain offers, sometimes so extraordinary that it’s 
hard to believe that they’re genuine! 


BUY CHEAP—SELL CHEAP 
Thousands of smart salesmen, retailers, business- 
men, opportunity seekers subscribe to Bargains. 
They want to know Where to buy cheap to sell at 
low prices for Fantastic profits. No reason why you 
can’t do the ssme! Special articles tell you how to 
sell. . . Everybody is looking for Bargains these days. 
Only publication of its kind. Available by sub- 
scription only! 

JUST $2.00 PER YEAR! Reg. price $3.00. Special 
offer gives you 12 big issues for $2.00 including 
the big 1956 Christmas Special Issues! 





Subscribers Say! 


“, . . As a result of 
answering one of the 
ads (in Bargains) it 
has_ resulted in extra 
profits of $40.00 and up- 
wards per month.’’ J. 
H. Alabama. 

“. . . I think BAR- 
GAINS is the best mer- 
chandise publication I 
have ever seen, (and I 
have seen hundreds).’’ 
S.P.C., Brooklyn, N.Y. 
“ . . Saw your wonder- 
ful paper and enjoyed 
every bit of its reading 
and adv, It’s a great 
paper.”’ M.S., Vermont. 
PLUS MANY OTHERS! 


(Every one of these let- 
ters were unsolicited.) 








ords, 7¢ each. 
®@ $39.00 Encyclo- 
pedia sets, $3.75! 
© $1.95 Men’s silk 


Your Money Back in Full 
if the First Issue Doesn't 
please you! 


| Tower Press, Inc., Box 591, Lynn 838, Mass. 


| Rush me 12 issues of BARGAINS. Here’s my $2.00! 
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HOW TO BARGAIN 
continued from page 31 


it is exceedingly difficult to find in 
the same labor market area exactly 
comparable work. Wages range all 


’ over the lot for relatively similar 


kinds of work. 

Even if you could find comparable 
work in the same labor market area, 
important questions are, ‘‘What 
makes wage policy change? What 
makes a wage level change?” 

I thought it was significant when 
General Motors came out in 1948 
with a positive wage policy stating, 
yes, there are conditions under 
which wages should go up—if the 
cost of living increased and for 
added productivity. 

Such a policy is tremendously im- 
portant to this world-wide ideologi- 
cal struggle that is going on. In 
this country we cannot live with a 
wage policy that would presuppose 
decreasing standards of living. 

To an increasing extent, then, I 
think that our larger companies 
particularly are stepping out with 
positive policies in this field of col- 
lective bargaining, and particularly 
in wages. 


Have you any other examples? 


One of the finest illustrations of 
management initiative in collective 
bargaining was in the negotiations 
between the United Automobile 
Workers and the Ford Motor Com- 
pany on the union demand for a 
guaranteed annual wage. 

The union was really seeking 
what can be called a “benefit certain, 
cost uncertain” plan. That is, the 
benefits were specifically made pay- 
able but the cost to the company 
would be uncertain. 

As a result of studies over a long 
period, the company took the initia- 
tive and proposed a supplemental 
unemployment benefits plan which 
I would categorize as “cost certain, 
benefits uncertain.” In any event, 
it meant the solving of a difficult 
problem in a way which met the 
necessities of both parties. 

In my mind, Ford’s approach in 
that instance was an outstanding 
example of constructive initiative. 


What about other companies hav- 
ing to follow the pattern set by a 
larger company? 

The pressures upon many of the 
medium and small size companies 
to follow a pattern is rather strong, 
and I suppose many of the manage- 
ments of these companies want more 
of a voice with the union in solving 
problems that face them. 


What causes what is being called 
wage inflation today? 
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I think the basic cause is the 
consumer’s ability and willingness 
to pay higher prices. 

[It seems to me that, in a private 
enterprise system, and especially one 
in which decision-making is in the 
hands of private persons rather than 
the government, it becomes difficult 
to urge restraint in the pricing of 
one’s product or services. We de- 
pend upon market forces as the pri- 
mary regulator. Market force oper- 
ates when the consumer feels that a 
price is too high. 

Then industry and unions quick- 
ly come to task. There are unions 
today, you know, that have made 
settlements, and recently, without 
wage increases. 

Why? 

In one instance, it appears that an 
earlier experience indicated that it 
was not possible for the manufac- 
turer to pass along a wage increase. 
He had to bear a substantial portion 
himself. As a result, profit margins 
were so reduced that job opportuni- 
ties were adversely affected. 

Unions must exercise restraint in 
their wage determining policies. It 
doesn’t help a union to get high 
wage rates at which not to work. 


What do you suggest for coping 
with wage inflation? 


I share the view commonly held 
that a democracy should handle this 
problem through fiscal and mone- 
tary controls. Those devices are be- 
ing utilized and I think have had 
an ameliorating effect. 


What about wage-price controls? 


As one who has had something to 
do with wage and price controls over 
the years, it seems to me unthink- 
able that they be contemplated ex- 
cept in case of dire emergency, such 
as war. Under today’s conditions 
wage and price controls afford no 
avenue for assistance in meeting 
higher prices. 

Is this problem confined to any 
particular industries? 


I wouldn’t say so. We need to 
give more careful thought to the 
government data indicating that 
most of our work force is now em- 
ployed in service trades, rather than 
in goods production. It is likely that 
technological changes are more diffi- 
cult to achieve in service trades than 
in the manufacturing trades. There 
is a difference in rate of wage in- 
creases between workers in indus- 
tries where technological change is 
great and those where technology 
advances slowly. 

Not so long ago a person in one 
of the needle trades told me, “We 
haven’t been getting wage increases, 
so that it now takes 10 months of 

(continued on page 110) 
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rail transportation 
comes first 
when selecting 
a plant site 


We know that many factors are important when ° 
deciding on a new plant location. Available ma- 
terials, utilities, labor and pleasant living condi- 
tions all have a place in the picture, and the grow- 
ing West can supply them. 


Yet, in the final analysis, those factors are second- 
ary to rail transportation, particularly freight 
service. The shipment of materials and commod- 
ities calls for the dependable, ’round-the-clock 
service provided by Union Pacific. 


For information regarding western industrial 
sites, phone your nearest Union Pacific represent- 


ative or contact us direct. 






Map shows the vast 
western area served 
by Union Pacific. 


INDUSTRIAL DEVELOPMENT DEPARTMENT 


UNION PACIFIC RAILROAD 


Omaha 2, Nebraska 
























In your town, 


you need more 
well-informed 


spokesmen for 
business.... 


Businessmen who can speak out convincingly in behalf of business are 
in short supply. 


In your town, as in every town, there is need today for more articulate 
spokesmen for business. 


Needed are men who thoroughly understand the basic principles of 
economics—and who can explain to employees and to the public how 
and why the profit-and-loss system works. 


Needed are men who can stand up and answer convincingly the argu- 
ments of those who hold that it is wrong for anyone to earn a profit 
and who want business more rigidly controlled by government. 


The discussion-group plan for 
training business spokesmen 
P appeals to businessmen. This 

F] past year, more than 300 Eco- 
nomic Discussion Groups were 

organized throughout the coun- 

.. try. Those who participated 

: were enthusiastic about what 

3 f, they gained for themselves and 

ee @6for the good of business. The 

By, ‘2 Group shown here was spon- 
93 ‘= sored by the Waterbury, Conn., 
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Chamber of Commerce. 











To help you and others’ meet this need, the National Chamber has 
worked out a plan for training and educating more able spokesmen 
for business. The plan is practical and simple. 

The National Chamber helps firms, colleges, local chambers and trade 
associations set up Economic Discussion Groups. Each group is made 
up of local business, professional and civic leaders. 

They meet together once a week—usually for 17 weeks—to study the 
fundamentals of free enterprise, and to learn how to express themselves 
more effectively about business, both in conversation and before an 
audience. 

To each group, the National Chamber makes available four tested- 
and-tried working tools: 


1. Workbook-~ A booktet showing step by step how to organize an Economic 
Discussion Group and how to plan a successful program. No charge. 


2. Primer-—A streamlined textbook, “The American Competitive Enterprise 
Economy.” Consists of 17 easy-to-read pamphlets, each dealing with one important 
aspect of the free-market economy. 


3. Recordings— Seventeen tape recordings. In the first half of each recording, 
two people engage in a spirited discussion, each giving his own ideas about business 
and basic issues. In the second half, an expert analyzes the divergent views, and 
shows ways in which misconceptions about private business can be corrected. 
Distributed at cost. 


4. Leader’s Guide-a pamphlet showing how to keep the discussions lively, 
interesting and constructive. No charge. 


Write today for a free copy of our ““Economic Discussion Group Work- 
book”’—and for full information about how to organize a Discussion 
Group in your town. 


CHAMBER OF COMMERCE OF THE UNITED STATES 
Washington 6, D. C. 
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Chamber of Commerce of the United States e Washington 6, D. C. 


Please send me a free copy of your “Economic Discussion Group Work- 
book,” showing how we can set up and conduct a successful training program 
to develop more articulate spokesmen for private business. 










Name 





Address 





City, Zone & State 
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Businessmen 
like the 
idea.... 


“The interest in, and 
the enthusiasm for, 
this course is very high. 
We have more people 
wanting to participate than 
we can accommodate.” 
James H. Beckham, 
Assistant Superintendent 
of Training, 
Alabama Power Co., 
Birmingham, Ala. 


“T gained a lot from it. 
I certainly have a clearer 
picture of economics 
— which has proved useful 
both for my personal affairs 
and for my business.” 
R. F. Bahl, 
General Manager, 
Keystone 
Plumbing Sales Co., 
Pittsburgh, Pa. 


“One great value of 
the Economic Discussion 
Group is that the 
members of the group 
learn to recognize 
doubletalk. Eco-topics 
proved very helpful in 
illustrating the line of 
argument and the 
techniques of roundabout 
presentation, which it is 
so difficult to offset.” 
Austin S. Murphy, 
Canisius College, 
Buffalo, N. Y. 


“I give my whole-hearted 
endorsement to this 
program. The experience 
of taking part in the 
discussion group gave me 
opportunity to refresh 
my thinking about 
free enterprise — and 
the knowledge gained was 
helpful to me in my work.” 
Sterling Nelson, 

Area Manager, 
Lincoln Telephone and 
Telegraph, Lincoln, Nebr. 


“T recommend the 
program highly. The 
study material was in 
concise and informative 
form, and the discussions 
were both challenging 
and interesting. All of us 
ended up with a much 
better idea of what makes 
our economy operate, 
and a better appreciation 
of the benefits of our 
way of life.” 

Roy Strasma, 
Home Loan and 
Finance Service, 
Kankakee, Ill, 






















































Choose 


JACKSON 
DESKS 





for extra convenience 


Gracefully beautiful in style, 
Jackson Desks offer extras in 
convenience and comfort inherent 
in their design and construction 
. . + features usually found only 
in office furniture selling for 
much more. 


* AMPLE FOOT ROOM 


—t 


The convenience of 
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smooth surfaces. 
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for cleaning un- 
der the desk. All 
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continued 


my work, instead of eight months, 
to buy a second-hand automobile.” 


What is the solution? 


I am not sure I know. But I do 
know that, in these industries which 
have been lagging in productivity, 
many see increased federal mini- 
mum wages as one means by which 
they should approach the problem. 

I suppose the only solution is to 
have price decreases at the same 
time wages go up in industries show- 
ing great technological advance. 
Then the real wages of all of us will 
benefit through reduced prices. I 
am not saying that solution can be 
achieved. 


What do you believe will be the 
trend in shorter working hours? 


I would like to say first that I 
think the trend toward shorter hours 
in the past 10 years has been as 
strong as in any 10 year period in 
our history. That fact has been ob- 
scured somewhat because we have 
been taking reduced hours in a dif- 
ferent form than heretofore. 

In earlier years, reduced hours 
would occur by going from 48 hours 
to 44 hours a week, while maintain- 
ing the weekly wage—then from 44 
hours to 40. Those steps were taken 
at a time when we had unemploy- 
ment. Pressure was great to develop 
ways for spreading the work. 

But cutting hours of work in that 
manner in time of full employment 
could decrease production. 

In any event, during the past 10 
years or so we have been gradually 
cutting hours of work by vacations 
with pay, holidays with pay, pay for 
jury service, sick leave and so forth. 
A two-week vacation with pay is 
equivalent to reducing the work- 
week by about an hour and a half. 

Because of the impact of this form 
of reduced hours, I would guess that 
right now we are really working a 
weekly average that is closer to 35 
hours than to 40. So I think the 
reduced hours movement is very 
strong indeed. 

The question now arises as to 
whether we will revert to the earlier 
form of taking reduced hours, that is, 
by cutting the scheduled workweek. 


Would shorter hours in periods of 
full employment be economically 
proper? 


That depends on how the prob- 
lem is approached. Just by way of 
a hypothesis, I suppose the impact 
would not be too great if scheduled 
regular hours were reduced to 38, 
say, with the opportunity to con- 
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tinue to work 40 hours a week so 
that overtime would be paid after 
38 hours. 

As long as work would continue to 
be done 40 hours a week or more, 
that would constitute a way of allo- 
cating wage increases. However, the 
critical aspect of such a step would 
only be deferred. Employers could 
anticipate that any subsequent cut- 
back in hours to the newly estab- 
lished regular workweek would pre- 
cipitate a demand for maintaining 
weekly take-home pay. 


Do you think that the move will 
be in that form? 


I wouldn’t know, but it is obvious 
that the timing and speed of adjust- 
ment in these matters has to be in 
such a form as not to cause indi- 
gestible innovations. In a sense the 
problem as it has been posed by the 
labor unions is something like this: 
In the early thirties, because of 
widespread unemployment, a reduc- 
tion in scheduled work hours com- 
mended itself to Congress. The 40- 
hour week had widespread support. 
Now the labor unions are saying, in 
effect, that technological change is 
coming along so fast as to raise the 
specter of unemployment again, so 
let’s provide for spreading the work 
before we have to endure the actual 
burden of mass unemployment. 


Suppose that we do not get any 
mass unemployment 


That could happen. At the end of 
World War II all of the forecasts 
were for 7.5 million unemployed in 
1946. Indeed some policies were de- 
veloped to meet the anticipated un- 
employment. It never occurred. It 
is important, it seems to me, to ap- 
proach this problem gradually. 


What advice would you have for a 
businessman on this question of 
shorter hours? 


I don’t know that I am in position 
to advise a businessman, but anyone 
who watches the American scene 
closely is impressed by the steady 
decrease in hours for 150 years. 

This has been a movement with 
various facets. Successive reductions 
in regular working hours were at 
first demanded and obtained so 
workers could better assume their 
citizenship responsibilities and to 
eliminate hours which were consid- 
ered injurious to health. These ob- 
jectives have now been achieved. 

Shorter hours have also been used 
to ameliorate unemployment by 
spreading the work. With advanc- 
ing economic progress, another facet 
has assumed importance—reducing 
hours to reflect a choice between 
more leisure and more goods. 

I judge that this: last-mentioned 
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Now! For the first time—a scope with a con- 
stantly centered reticule, and with internal 
adjustments. The new Model K Weaver- 
Scopes give you the advantages of a fixed 
reticule that is always centered in the 
field, but no special adjusting mounts 

are required. You mount your scope 
rigidly for roughest hunting use. See ~ 

the new improved Model K Scopes 


at your sporting goods dealer's. 
*Except Models K1 and KV 


WEAVER-SCOPE PRICES 


Model K2.5 . $37.50 
Model K3 ‘ 37.50 
Model K4 ‘ 45.00 
Model K6 ‘ 48.50 
Model K8 - 59.50 
Model K10 r 59.50 


W.ReWeaver Co., Dept. 60, EL Paso, eras 


Crosshairs always 
accurately centered; 
only the image moves 
when you turn the 
adjusting screws. 


No more off-center reticules! 


©1957 W. R. Weaver Co. 














8 
b 
a 
e 
r) 
r) 
| 6 
: 
7 
A 
a 









19 


FIGURE YOUR 


STEINER 


CAN SAVE YOU 
UP TO 40% ON 
WASHROOM 
MAINTENANCE TIME! 


Start your own cost-cutting campaign with 


STEINER’S quality washroom service dispensers... 
the only dispensers that feature the famous Steiner 
Time Control. Steiner products are distributed by 
leading linen suppliers and paper merchants. 


CLOTH PAPER SOAP 2ROLL~ SEAT 
TOWELS TOWELS TISSUE COVERS 
Free! POCKET SLIDE RULE 

Check products you’re inter- 
ested in! Attach coupon to 
your company letterhead 
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continued 


question of choice will continue. I 
don’t know the point at which in- 
creasing leisure will result in dimin- 
ishing returns to the average fellow 
like you and me. Perhaps the idea 
of greater leisure is overstressed. In 
any event, government figures, re- 
cently issued, indicated that, of the 
total work force, more than five 
per cent now have two jobs. Some 
people seem to be willing to take on 
this added work in order to buy that 
automobile and washing machine. 


Do you mean some people would 
rather work longer and earn more 
pay to buy more things they want? 


We know that, at time-and-a-half 
premium, most employes look upon 
the opportunity to work longer hours 
as a prized asset. 

Vested interests in this oppor- 
tunity are carefully spelled out in 
practically all labor agreements, and 
many employes protest through the 
grievance machinery when their 
right to get overtime work is in- 
fringed upon. 

On the other hand, a relatively 
high daily wage sometimes contrib- 
utes to increased absenteeism. It’s 
not easy to generalize about the em- 
ploye choice between leisure and 
goods. 


Do you think that added leisure 
creates a demand for even more 
spendable money? 


That could very well be. Maybe 
that is also why so many women are 
working. We really don’t know too 
much about the relative desires for 
more goods and more leisure. I sup- 
pose it is essentially a personal mat- 
ter and it is hard to generalize for 
a country of this diversity. 


Should management be thinking 
about what to do about shorter 
hours demands? 


Indeed it should. If one looks at 
industrial relations as a problem- 
solving device, then this trend to- 
ward shorter hours represents a 
problem of adjustment. I would ex- 
pect management to develop its own 
ideas about how this demand for 
shorter hours can best be handled. 


Isn’t there a difference of opinion 
within labor as to how to take 
increased leisure time? 


I understand so. After all, the 
problem of reducing scheduled hours 
of work is different in an assembly 
operation, for example, than in a 
continuous process operation. 

The strength of this collective bar- 
gaining approach is that it permits 
solutions to meet different circum- 


stances. One gets a feeling of the 
strength of collective bargaining in 
visualizing the various ways in 
which problems are solved. Passing 
a law to govern all industries would 
be like saying that everybody had 
to wear a size 914 shoe. 

One can see this working out in 
supplemental unemployment bene- 
fit plans, where the approaches in 
the different industries take quite 
different forms. But basically, the 
problem of how to deal with peo- 
ple laid off is a uniform problem 
which has had to be faced uni- 
versally. Varying solutions have 
been found. I feel that collective 
bargaining offers greater flexibility 
in solving these problems realistic- 
ally than can be got through the 
legislative approach. 


Would a pattern of shorter work- 
weeks established in collective 
bargaining make obsolete the 
Federal Wage-Hour Law? 


The chances are that it would not. 
The widespread demand for a uni- 
form 40 hour week resulted from 
the desire to meet the social prob- 
lem mass unemployment created. 
That is not our problem at the mo- 
ment. The shorter hours issue now 
has to do with sharing in added 
productivity at a time of full em- 
ployment. It is obvious that in in- 
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dustries where you don’t have tech- 
nological advances to share, the 
problem of shorter hours has to be 
conceived in different terms. 

One needs to differentiate, I think, 
between a drive toward shorter hours 
as a means of minimizing unem- 
ployment, and shorter hours as a 
part of the sharing in technological 
advance. They are two quite differ- 
ent drives. 


Won’t shorter working hours in- 
crease unit overhead cost? 


Of course. We have to be con- 
cerned that, even if people work 
fewer hours, machines must continue 
to work the total necessary to im- 
prove our productivity. 

It has been suggested that tech- 
nological advance will proceed so 
rapidly that the shorter hours will be 
necessary to avoid overproduction. 
This is debatable, of course. My own 
view is that technological changes 
will not occur so rapidly. 

Indeed it seems to me that we 
must deal with technological changes 
in case by case as they arise, because 
there will be no uniform develop- 
ment affecting all industry, all com- 
panies, at the same time and to the 
same degree. 


What do you see as the challenge 
to labor relations today? 


In my view, the most important 
question is how can we develop col- 
lective bargaining as a way men 
can work together in producing the 
goods and services we need. 

When our country was first con- 
ceived, it was determined that con- 
trols should rest with the people and 
we developed political democracy. 

As the years went by, and more 
people hired themselves out in our 
economy, the notion developed that, 
through their representatives, work- 
ers could participate with manage- 
ment in formulating the rules of in- 
dustrial life. That was a rather 
idealistic concept. 

The extent to which American 
industry has developed this new idea 
in a highly constructive way seems 
to me to be one of the great achieve- 
ments of management in the past 20 
years. I might add, an achievement 
of labor unions as well. 

I suppose collective bargaining 
could fall short of what the public 
expects. I hope it will not fall too 
short because the alternative is 
likely to be government regulation. 

For myself, I believe the alter- 
native of government regulation is so 
repugnant that we will make collec- 
tive bargaining work. Of course it is 
here to stay, and in my view, man- 
agement has as great:a stake as do 
the labor unions in making it a con- 
structive force. END 








NATION’S BUSINESS-SEPTEMBER 1957 








We almost lost him... 


See that young fellow over there? He’s one of the town’s 
rising young executives —a real asset to the community. 


Only three short years ago things were so bad that he was 
seriously considering moving to the big city. He was work- 
ing hard at a routine job that failed signally to provide an 
outlet for his very real abilities. 


Luckily someone suggested that he leave his name with 
the Chamber of Commerce. And you should have seen our 
members hustle around! After all, what’s the use of trying 
to make the community a better place to live and work in 
if your best young men start moving away! 


When the frozen foods company built its offices here— 
invited by the C. of C., by the way—we sent him over with 
a hearty recommendation. He got the job and he’s on 
his way. 

With your help, your Chamber of Commerce can do even 
more to improve business conditions and thus raise living 
conditions for everybody. So come on over and join us. 
Support us with your time and money. And remember: the 
more useful we are, the more you, personally, will benefit. 
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How to call on customers 


twice as often—at low cost 


By combining personal visits and 
“key town” telephone calls, salesmen 
for Franklin Sugar Refinery of Phil- 
adelphia now talk to customers twice 
as frequently, at low cost. 


Here’s how the plan works: a 
salesman travels to town “A,” calls 
on his customers there and tele- 
phones those customers in surround- 
ing towns “B,” “C” and “D.” 


On the next trip, ‘town “B” is the 


“key town” and he telephones cus- 
tomers in towns “A,” “C” and “D.” 


In this way he visits each customer 
twice a year and talks to him by 
telephone frequently between visits! 


This is only one of several telephone 
plans which may be adaptable to your 
particular business. If you’d like more 
details, just call your Bell Telephone 
Company business office. 


BELL TELEPHONE SYSTEM 





The telephone “key town” plan, which Franklin Sugar Refinery has been using for more than three years 
with much success, being discussed by director of sales Edward S. Meell and salesman John L. Carr (left). 








LONG DISTANCE RATES ARE LOW 


Daytime Station-to-Station Calls 


For example: 


Philadelphia to 
Washington, D.C. 


Baltimore to Norfolk, Va. 
New York to Boston 
Houston to Oklahoma City 


Los Angeles to 
Salt Lake City 


First 
3 Minutes 


60¢ 
70¢ 


75¢ 
$115 


$135 


Each Added 
Minute 


15¢ 
20¢ 
20¢ 
30¢ 


35¢ 


Add 10% Federal Excise Tax 
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HOW TO 


STOP 
RISING 
PRICES 


PEOPLE ARE ASKING, “Will prices ever stop going 
up?” 

So far they are more puzzled than resentful. Only 
a handful are out of the market because of spite. Only 
a few are out because they can’t afford to buy. 

But the American public has a vast capacity for 
mass passion. This capacity wins wars. It also brings 
eminence and fortune to ballad singers, athletes and 
occasionally a flagpole sitter. It rewards politicians, 
businessmen and labor leaders who catch the public 
fancy. 

It can also chastise—brutally. 

The decision to praise or punish is not always made 
wisely. 

When it isn’t, the, people correct it eventually. 
Meanwhile the undeserving have a moment of glory 
and the innocent acquire scars to last a lifetime. 

Should the growing awareness of price increases 
crystallize into a popular decision not to buy until 
prices come down, there will be scars enough for 
everybody— including those who make the decision. 

Prices would come down. So would production, 
employment, total wages and profits, such as they are. 
It would do no good then to argue who was to blame 
for the high prices or what should have been done 
about them. Since production without markets would 
be pointless, men would be laid off, weakening union 
bargaining power and strengthening employer resist- 
ance to wage increases. Since workers are also con- 
sumers this would depress markets even further. By 
the time adjustments were made a lot of savings 
would be wiped out, important progress delayed. 

None of this has to happen. 

A new report by the staff of the Joint Economic 
Committee shows—although the Committee doesn’t 
say so—the cause of rising prices. Once the cause is 
known the cure becomes obvious. 

Using the years 1947 to 1949 as a base, the report 
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shows. that prices rose 1.6 per cent from 1953 through 
1956. Output per man-hour increased 6.2 per cent. 
Weekly wages increased 11.9 per cent. Real wages 
thus increased 10.3 percentage points more than 
prices and 4.6 points more than prcductivity. 

In the same period, for leading corporations in all 
lines, profits per dollar of net worth went from 12.4 
per cent in the base period to 10.5 per cent in 1953; 
11.9 per cent in 1956. In the same years profits as a 
per cent of sales went from 6.9 to 5.6 to 6.3. 

These figures make plain that wage increases have 
been the greatest pressure forcing prices up. 

Unions, which stand to suffer along with everybody 
else if consumers revolt, ought to ponder this fact 
when next they go to the bargaining table. A mora- 
torium on wage increases until productivity catches 
up with the present scale would enable the country 
to hold the price line where it is. 

Even when wages and productivity are in balance, 
keeping them that way requires more wisdom than is 
frequently shown. 

If a man who has been working a machine that 













GROWTH, 1953-1956 Wages 


Output 
per 
Man-Hour 


Prices 











made 10 units of a product is given a machine which 
makes 20 units, the usual argument is that his wages 
can be doubled without increasing price. This over- 
looks the fact that, even if the new machine costs no 
more and requires no more service than the old one, 
twice as much raw material is needed to supply it, 
twice as many people are required to bring this ma- 
terial to the machine, twice as many to take the 
finished. work away, to pack it, to distribute it and 
to sell it. And the people all along this line will de- 
mand increases to maintain the differentials that 
existed before the machine operator got his raise. 

Union leaders know all this. They also know that 
many leading economists believe that unemployment 
is probably the surest cure for price increases. 

That’s a hateful cure. It could be the one we get 
unless unions ease their wage pressures. 

Or unless employers more firmly hold their ground 
against them. 


® SEPTEMBER i937 

















e@ 


a 


The striking design and brilliance of the floor above give this cafeteria an air of smart 


listinction. Marbleized colors shown are Chinese red, Burma ivory and Cinnamon, 


Long-wearing KENTILE vinyl asbestos tile 


helps increase business... cuts maintenance costs 


Re-modeling? Moving? Then long-wearing Kentile vinyl asbestos 
tile is your best flooring buy! Why? Its brilliant colors and design 
versatility allow you to tailor-make a floor to your needs. And it’s 
completely greaseproof so spilled foods can’t stain it . . . grease and oil 
can’t penetrate its smooth, non-porous surface. Yet Kentile vinyl 
asbestos tile (KenF lex”) costs less than many materials that quickly 
scratch, pit and fade. Ask your Kentile flooring contractor for a free 
estimate soon. He’s listed under FILOORS in your Classified Phone Directory. 


+, Inc. Brooklyn 15, N. Y. 
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Flanagan Farmers Co-Operative Co. Stanford Grain Co. Danvers Farmers Elevato 
Flanagan, Illinois Stanford, Illinois 


Baro7s Grain Co., Normal, Illinois A. E. Staley Manufacturing Co., Decatur, Illinois 


Aa > 
A credit to the grain industry, these handsome elevators are pro- 
tected with Amaspro Aluminum-All-Weather-Seal, manufactured 
by American Asbestos Products Co., Cleveland, Ohio. 


Proved by more than 9 years’ exposure... 


Grain storage men choose gleaming Aluminum-All-Weather-Seal 


Success in the grain storage industry calls for depend- any other brand. Special formulas have been devel- 
able, weatherproof shelter. That’s why today so many oped by your paint manufacturer to solve individual 
elevators throughout the Midwest are protected with problems. Paints made to these formulas actually cost 
Amaspro Aluminum-All-Weather-Seal, made with less, last longer, give utmost protection against heat, 
Atcoa® Aluminum Pigment. cold, sun, rain, smoke and fumes. 

The gleaming examples shown above represent Write today for our two FREE booklets, Painting 
one-coat applications to metal and concrete surfaces, With Aluminum and Aluminum Asphalt Roof Coat- 
exposed up to 9 years. Notice the bright, new-looking ines Make Time Stand Still. They contain valuable, 
exteriors. up-to-date information on all types of aluminum paint 

Coatings like Aluminum-All-Weather-Seal are flex- and aluminum asphalt coatings. Use the coupon. 
ible and waterproof. They allow for structural move- 
ment, prevent moisture absorption, spalling and 
deterioration. And the reflective aluminum surface 
turns back the sun’s heat, keeps interiors cooler, helps 
control mold and insect damage. Please send me your FREE booklets: 

Aluminum coatings can add years of service to your Painting With Aluminum 
plant and equipment. ] Aluminum Asphalt Roof Coatings Make Time Stand Still 

ALCOA does not meke paint, but ALcoa Alumi- | would like a working sample of aluminum roof coating. 


num Pigments are used in more aluminum paints than | am interested 
in protecting 


Aluminum Company of America, Paint Service Bureau 
1715-3 Alcoa Building, Pittsburgh 19, Pennsylvania 


Name 
PIGMENTED WITH 


ALCOA §. 
ALUFAINUM Address 


ALUMINUM COMPANY GF AMERICA 





City 











